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HOW TO SAVE THE TIME 
OF YOUR TOP EXECUTIVES 


Lighten executive loads— including your own! How? By focussing the specialized 
help of EBASCO engineers, constructors and business consultants on your most trouble- 
some, time-consuming business problems. Esasco helps solve such problems efficiently 
and economically...without adding permanently to company payrolls or disturbing 
existing company relationships. 

Perhaps yours is a sales and marketing problem. Esasco has planned many such 
programs in a wide variety of fields. EBasco has developed insurance and pension 
plans; handled appraisals; planned and built over one billion dollars worth of new 
plants; solved financing and production problems; planned effective personnel pro- 
grams. Epasco has been serving business and industry throughout the world for 
nearly 50 years. Epasco will do all or any part of a job, for companies large and small. 
To find out exactly how we can serve you best, write for your copy of “‘The Inside 
Story of Outside Help.” Address: Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y. 
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B&W Cyclone-Furnace-Fired Radiant 
Boiler for E. H. Werner Station 


This boiler supplies steam to drive a 62,500 kw, 
rpm tandem-compound reheat turbine, which op 

with an initial steam pressure of 1650 psi and te: 
ature of 1000 F, with reheat to 1000 F. The unit 

normal conti f 9 ing capacity of 47: 
pounds per hour, with a four-hour peak of 520 
pounds per hour. The design pressure is 1875 psi. 
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stallation 


E. H. WERNER STATION 


Jersey Central Power & Light Co. 


Many outstanding design features are included in all phases of the new 
addition to Jersey Central Power & Light Company’s E. H. Werner Station 
to achieve a net heat rate of less than 9400 Btu per kilowatt hour. The new 
B&W boiler, for example, incorporates many advanced developments to 
provide low first-cost, high efficiency, and economical maintenance. These 
include: 


Cyclone-Furnace firing, with provision for burning coal or oil. 
Compact Furnaces. 

Low stack dust emission with no precipitators. 

Pressure Firing, with elimination of induced-draft fan. 

High Steam Pressure with Natural Circulation. 

High superheated-steam temperature. 

Reheated Steam. 


While these engineering features have been used in various combinations on 
many boilers, the new unit at the E. H. Werner Station is the first in which 
they all have been co-ordinated to achieve maximum savings. 


Jersey Central and its consulting engineers, Burns and Roe, Inc., chose 
Cyclone Furnaces as an economical way to reduce stack dust loading and 
prevent air pollution. Many other advantages were realized, including: In- 
creased availability . . . Increased safety .. . Reduced maintenance . . . Simpli- 
fied ash handling and disposal . . . Lower fuel costs... Wide load range. 


Many B&W Cyclone-Furnace-fired boilers are in operation, in various parts 
of the country, burning many different kinds of coal. The operating require- 
ments and the design conditions for these boilers include most of the varia- 
tions that can be expected in utility practice. We will be pleased to discuss 
with you the many definite advantages which Cyclone-Furnace-firing can 
contribute to your operations. The Babcock & Wilcox Company, Boiler 
Division, 161 East 42nd Street, New York 17, New York. 
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MM“ Americans own a_ greater 
amount of life insurance than ever 
before. For legal and other reasons of 
a safe and sound investment, much of 
the funds held in trust by the life in- 
surance companies have been invested in 
public utility securities, During the year 
1950 the life insurance industry had one 
of its most active years, investmentwise, 
and the result is that life insurance com- 
panies have had to maintain increasing 
funds held for policies in a fully invested 
position with a distribution that points 
to a better average earning rate. The 
opening article in this issue is a discussion 
of this important phase of life insurance 
investment by a well-qualified expert, 
Horcar J. JOHNSON, president of the 
institute of Life Insurance since its 
founding in 1939. 


Born in New Britain, Connecticut, 
and educated at the University of Pitts- 
burgh, Mr. JOHNSON saw service with 
the Navy in World War I and broke 
into the life insurance business as an 
agent. Within four years he had been 
tapped for managerial duties at the home 
office of the company, and he later estab- 
lished his own agency in Pittsburgh. In 
ten years this agency built up an annual 
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business from $250,000 to $10,000,000. 
In 1938 Mr. JOHNSON was elected to the 
presidency of the National Association of 
Life Underwriters, traveling from coast 
tc coast as a public relations ambassador 
to life insurance agencies and _policy- 
holders. He accepted the presidency of 
the Institute of Life Insurance the fol- 
lowing year, Under his direction the in- 
stitute has steadily increased its scope of 
activities until, today, it is an outstand- 
ing symbol of sound public relations 
organizations—the authoritative infor- 
mation center of the life insurance busi- 
ness. 
* * * x 


ARLY this summer the New Jersey 
Bell Telephone Company announced 

the installation of equipment to cut in 
half the time to complete calls to the West 
coast. The equipment involved, and other 
automatic switching devices, will be the 
major key in the customer’s dialing of his 
own calls by 1965. Before this miracle 
of communications can come to pass, 
however, a number of steps had to be 
taken and are still being taken to co- 
ordinate the numbering and exchange 
area designations throughout the United 
States and Canada. It was a tremendous, 
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THE IRVING 


works continuously 


with the public utility industry 


IRVING TRUST COMPANY 


ONE WALL STREET > NEW YORK 15, N. Y. 
Capital Funds over $122,000,000 Total Resources over $1,200,000,000 


WituraM N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuttps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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painstaking job, involving an enormous 
amount of detail. 


THE article, beginning on page 346, by 
James H. Cottins, California business 
editor and writer, takes us back of the 
scenes to give us a glimpse of how this 
program is being carried out and why. 
The Bell and independent telephone 
companies are co-operating in the 
changeover to systematize exchange 
names and digit sequence. 


* * * * 


‘ho argument is often made that de- 
velopment of hydroelectric sites 
hy regulated business-managed utilities 
tends to neglect social by-products and 
other multipurpose features which gov- 
ernment development would embrace. 
Beginning on page 354, WILLIAM J. 
CapDIGAN of the New England Power 
Service Company gives us an account of 
how one of the privately owned and op- 
erated company systems has developed 
public recreational facilities with its 
hydroelectric activities—with no expense 
to the taxpayer. Mr. CapiGANn, author of 
this article, was Boston born and edu- 
cated. He graduated from Boston Col- 
lege in 1942 and served with the U. S. 
Army Air Force as a meteorologist, in- 
cluding isolated duty in Greenland. 
Started in the newspaper business with 
the Lawrence Eagle-Tribune and joined 
the New England Power Service Com- 
pany six years ago, He is now assistant 
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publications director of that organization. 
* * * x 


INcE VJ-Day, Japan has received 

major economic assistance from the 
United States for rehabilitation and re- 
lief. That country’s power facilities are 
unequal to the needs of the future and 
much of its existing generating and dis- 
tribution facilities are in need of repair 
and modernization, In the 2-part article 
entitled “Japan Seeks Dollars for Power 
Expansion,” beginning on page 359, 
HERBERT BRATTER, economist, discusses 
the changes in the organizational struc- 
ture of Japan’s power system which have 
been taking place under the supervision 
of American occupation and rehabilita- 
tion agencies. 

* * * * 


, ie the important decisions pre- 
printed from Public Utilities Re- 
ports in the back of this number, may be 
found the following: 


THE New Hampshire Supreme Court 
upholds a commission order fixing tele- 
phone rates which would yield a return 
of 5.75 per cent, (See page 111.) 


THE next number of this magazine 
will be out September 24th. 
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companies... 


Public Utilities are among the first to realize the value of one 
of their principal commodities -- Electric Power --for their own 
ease as well as for their customers’. That’s why more and more 
of them are turning to the power-driven Remington Electric 
Typewriter for more work, better work in less time and with less 
effort. It’s the true key to better performance for: 
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¢ Correspondence e Legal Documents e Property records 


e Customer records e Material Requisitions e Purchase orders 






e Estimates e Personnel Records e Shipping orders 


Makers of the Standard, Office-riter, Quiet-riter and Noiseless Typewriters 














Send for free copy of ‘Take A Letter” 
(RE 8499). Address your requests to 
Remington Rand, Room 1176, 315 
Fourth Avenue, New York 10, N. Y. 
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Coming IN THE NEXT ISSUE 


* 


NEEDED REFORM FOR UTILITY TAX AMORTIZATION 


Representatives of public utility industries have recently protested to the 
House Ways and Means Committee against the inadequacy of original cost 
depreciation accruals for tax deduction purposes. In view of the current 
inflated prices and the deteriorated purchasing power of the dollar, the 
original cost dollar allowance does not protect the original investor from 
the consumption of his capital. F. Warren Brooks, vice president of The 
Cleveland Electric Illuminating Company, shows, with graphic illustration 
how this systematic understatement of actual depreciation and overstate- 
ment of capital investment in terms of original cost dollars result in a ta» 
of capital. A simple and fair method for adjusting the original cost dollar 
depreciation allowance for tax purposes is described. 


A MANAGEMENT DEVELOPMENT PLAN FOR UTILITIES 


Questions of management development are gaining increased recognition 
by industrial and public utility companies as well as the colleges and uni- 
versities. Many of the boys going into the universities nowadays are taking 
courses along that line. This article, by Thomas E. Hurns, secretary of Detroit 
Edison Company, gives the story of what this important utility company 
did to foster the growth of managerial talent and just how it was done. 


JAPAN SEEKS DOLLARS FOR POWER EXPANSION. PART Il. 


Since VJ-Day, Japan has received major economic assistance from the 
United States for rehabilitation and relief. That country's power facilities 
are unequal to the needs of the future and much of its existing generation 
and distribution facilities is in need of repair and modernization. Herbert 
Bratter, economist and business author, discusses in this second instalment 
of a two-part series changes in the organizational structure of Japan's power 
system which have been taking place under the supervision of American 
occupation and rehabilitation agencies. 


SALT RIVER PROJECT—A RECLAMATION FIRST 


Salt River Valley Association of Arizona this year celebrates its golden 
anniversary. It was the first reclamation project to get Federal aid under 
the Reclamation Act. It was also one of the very earliest co-operatives in 
the reclamation and electric production business. The story of how thi 
pioneer reclamation project has developed in co-operation with the private 
electric utility system of Arizona (to which it sells a considerable portion of 
its power production) is told by Henry F. Unger, professional writer now 
sojourning in Arizona. 


* 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip. 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Really trims paper work costs 


To get an up-to-date analysis of your customers’ 
bills, you don’t need to train a large clerical 
force. Just call R&S. 

You can really trim paper work costs by having 
the work done in our offices on our Bill Fre- 
quency Analyzer. This machine is especially de- 
signed for this type of utility work. With it, as 
many as 200,000 bills can be analyzed each day 
by our trained personnel. 

For you, it means just this: 

|. You can get your analyses of customers’ bills 
in Y2 the usual time. 

2. The cost to you is trimmed to Y2 the ex- 
pense of having the work done in your offices. 
If you're not using this exceptional service now. 
why not get in touch with us for full details? 
Write or telephone. 


Automatically classifies and adds in 300 registers—in 
one step. This special Bill Frequency Analyzer can trim 
your present clerical costs to half. 


P.S. If you use punched cards for billing, we are equipped to make your analyses from them. 


Recording and Statistical Corporation 
100 Sixth Avenue WoOrth 6-2700 New York 13, N. Y. 
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CLaoukelle CEauke 


“There never was in the world two opinions alike.” 


EpitorRIAL STATEMENT 
The (London) Economist. 


WitttAM RANDOLPH HEARST 
Late publisher. 


SINCLAIR WEEKS 
Secretary of Commerce. 


LeMuEL R. BouLWARE 
Vice president, General Electric 
Company. 


Erwin D. CANHAM 


Editor, Christian Science Monitor. 


Leonarp E. Reap 
President, The Foundation for 
Economic Education, Inc. 


Hupson R. SEARING 
President, Consolidated Edison 
Company of New York, Inc. 


RALPH H. TAPScoTtT 
Chairman of the board, 
Consolidated Edison Company 
of New York, Inc. 
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“Tt is, in literal truth, faith that moves mountains, even 
when it employs bulldozers.” 


> 


“Government domination and coercion of business can 
be nothing less than disastrous to business and damaging 
to the country.” 


* 


“We, the administration, have no inferiority complex 
in regard to business; we recognize the power for good 
which business can exercise.” 


> 


“We need to realize the government can’t give us any- 
thing it hasn’t previously taken from us, with plenty of 
mistakes and loss in handling.” 


> 


“T suspeet our greatest horizons will come in the appli- 
cation of the social sciences and humanities in learning 
how to live and work together more effectively.” 


> 


“Nothing creative is induced by compulsion. With 
the possible exception of a low form of imitation, com- 
pulsion has only the power to restrain, repress, suppress, 
destroy.” 


» 


“Efficiency does not stop with the generation of elec- 
tricity. I wonder if those not intimately connected with 
business today realize the great strides that are being made 
in the modernization, through mechanization, of a large 
number of office operations.” 


* 


“During this past decade it is my judgment that the 
general political and regulatory attitude toward the elec- 
tric and gas industry has substantially improved. There 
seems to be an increasing recognition in the nation, in the 
state, and locally, that it is sound policy to have our utili- 
ties operated under the private enterprise system. I would 
say that the climate in which we operate today is more 
favorable than it has been at any time in the last quarter- 
century.” 


12 
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Easy on the Budget. New R-170 Series. GVW ratings 16,000 to 19,500 Ibs. Gasoline or LPG power. Famous Comfo-Vision cab. 


NOW—new low prices on light, medium, and light-heavy duty models 


Compare performance. Compare the proved 
performance of Internationals, model for model, 
with any truck on the road. Prove to yourself 
that Internationals are today’s top truck buy. 


Compare value. Compare the extra value in 
Internationals, detail by detail, with any compa- 
table model. Compare the low operating cost. 
Compare the low maintenance cost. Compare the 
long life. Compare the job specialization that’s 
possible with Internationals. You will find that 
Internationals are your best buy. 


Compare price. Every new International, with 
its unmatched performance and unmatched 


value, compares favorably in price with any other 
truck. Ask about new low prices. Time payments 
arranged. See your International Dealer or 
Branch today. 





America’s Most Complete Truck Line: 168 
basic models from 14-ton pickups to 90,000 
Ibs. GVW off-highway models. . . 307 new 
features in the new R-line . . . 29 engines 
available with widest practical choice of 
gasoline, LPG, or diesel power ...296 wheel- 
bases .. . wide selection of body types and 
styles . . . thousands of variations for exact 
job specialization. 











INTERNATIONAL HARVESTER COMPANY + CHICAGO 


international Harvester Bullds McCormick Farm Equipment and Farmall Tractors... Motor Trucks... Industrial Power ...Refrigerators and Freezers 


Better roads mean a better America 


| INTERNATIONAL TRUCKS 


Standard of the Highway 
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REMARKABLE REMARKS—( Continued) 


GEORGE SOKOLSKY 
Columnist. 


D. W. Tracy 
President, International Brother- 
hood of Electrical Workers. 


W. C. MULLENDORI 
President, Southern California 
Edison Company. 


Eucene S. LouGHLIN 


President, National Association of 


Railroad and Utilities 
Commissioners. 


LELAND I. Doan 
President, Dow Chemical 
Company. 


Henry E. Forp 
Director, development department, 
E. I. du Pont de Nemours & 
Company, Inc. 
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“An honest man stands for his position. If he believes 
that he is right, he ought to be prepared to risk all for 
his principles of life. How can a man dare to influence 
others who lacks the courage to defend his beliefs?” 


¥ 


“A mutual relationship exists between the separate in- 
terests of management and labor in the electric light and 
power industry. There has been an encouraging develop- 
ment of harmonious labor-management relations in the 
industry.” 


* 


“Our life and our business is only a part of the greater 
whole. The foundations, the entire security, the whole of 
our big problems and of our opportunity for survival, are 
bound up with extrication of the people of the United 
States from this concentration of power in government 
and the total enslavement of the individual which is in- 
volved therein.” 


> 


“The importance . . . of sound regulation to the public 
generally, to the industries it regulates, to the investors, 
small and institutional, and the men who guide them is 
simply that it has succeeded in preserving for America a 
free and privately owned utility and transportation system. 
It is not without significance that only in America, where 
regulation has developed to the highest refinement, of all 
the countries in the world, is the rail transportation system 
still in private hands.” 


* 


“Let’s take a positive attitude toward labor relations, 
for example, and toward competition and toward customer 
service. Let’s by all means take a positive attitude toward 
research and product development—for the things that 
will supply many of tomorrow’s wants, many of tomor- 
row’s jobs, much of tomorrow’s prosperity, have yet to 
emerge from inventive minds. No one really wanted elec- 
tricity, or an automobile, or a toy plastic fire engine, or a 
home permanent wave kit—until those things were in- 
vented, developed, and made available.” 


* 


“We have witnessed the creation of air-conditioned 
trains, super highways traveled by powerful automobiles, 
and dawn-to-dusk flights across continents and oceans in 
luxurious transport planes. We are able to wear fine fabrics 
fashioned from air, water, and natural gas. Our wives have 
been emancipated from household drudgeries by the auto- 
matic washing machine, the vacuum cleaner, the electric 
refrigerator, and preprocessed foods. These are not 
luxuries for a favored few. They have become necessities 
for the vast majority of our people, for under our system, 
all of the people share the benefits of the steady rise in the 
standard of living achieved by initiative and technology.” 
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LEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


inother Leffel Job Well Done... 










ce + 





A wiew Of Tne Gum Gue peer neuse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 
nerd ne he petticn. From initial design through final assembly a Leffel turbine 
receives the best in skill and attention. No effort is spared 
during production to provide the materials and workman- 

ship necessary for long, trouble-free service. 





Why not contact us today about engineering your turbine 
installation or rehabilitation? Our 91 years of hydraulic 
power experience are at your service. 





he G@ssempied turbine in the Lette! plant. Cast steel propelier-type runner, shown on the boring mii. 


= THE JAMES LEFFEL & CO. 


DEPARTMENT P¢ SPRINGFIELD, OHIO, U.S.A. 











2 










MORE EFFICIENT HYDRAULIC POWER FOR SE. YEARS 
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When the problem is producing a superior printing j i 
against a rush deadline, the answer is Sorg — speciali 
for over thirty years in financial, corporate and lanl 
printing. 


We're equipped to handle design, printing, binding and 
mailing all under one roof. And to further lift the pressure 
from our clients, we're available day and night. 


CONFIDENTIAL 
SERVICE 
SINCE 1920 














The modern independent Our service to the utilities industry covers 
consatting engineering or a wide field of engineering. It includes 
ganization provides in a , F desi d pigs: 
° ° r y ac , 
single service the com- system planning, design and supervision 0 
bined skills and experience construction of steam power plants, trans- 
of leading engineers in all mission lines, distribution systems, substa- 
fields. ° - . : ae « 
ees tions; inspection and expediting, apprais 
i ities als, depreciation studies, cost analyses, rates, 
eas contracts, property records, reports, testi- 
Striving always for ‘. an hed ae toteme oobel 
improvement, the Peter any Sees Vale —— , 
FP. Loftus Corporation in US ry course, general consulting. 
maintains at bigh level | 
the following completely 


staffed divisions— 
Architectural, Electrical, CABLE ADDRESS 
“LOFTUS 


Mechanical, Mining, PITTSBURGH” 


Heating, Ventilating, 
and Air Conditioning, Gil iit 
Materials Handling, Machine Design, 

Structural, and Utilities. 


Jeter F. Loftus Corporation 


Established 1923 


ENGINEERING CONSULTANTS 
First National Bank Building, Pittsburgh 22 Pennsylvania 








™ CLEVELAND 80 


@ High Capacity 
Side Crane 

@ Live Boom 

@ Long Reach 

e Sure Clutches 

@ Smooth Brakes 


walicmact 

@ Fills Clean 

e Saves Lawns, 
Sidewalks, etc. 

4 @ Fits Wide Range 
of Trench Sizes 


te lilelgeltre ls 
Compaction 

@ Practically 100% 
P NU elulehila 

e@ Easy 1 Man 
Operation 

© Tamps, Fills, 
Travels, All 

at Same Time 


i @ Fills From 

Either Side of Trench 

@ Eliminates Extra Equipment 

@ Saves Many Man-hours  @ Fits More Jobs 


Get the full story on the CLEVELAND 80 from your local distributer 
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Another 
Kind of 


Reservoir... 








There is another kind of reservoir serving the utilities 
besides that which is behind a hydroelectric dam. It is the 
great financial reservoir provided by banking. It is not 
related to water levels but is full and ready for any 

practical demand that may be made on it. 


Public utilities financing is an important activity of Guaranty 
Trust Company of New York. Our officers who specialize 
in public utilities know the industry’s problems because 

of long experience and are able to suggest the most 
advantageous methods of obtaining capital, whether for 
long-term or temporary purposes. 


Guaranty Trust Company 
of New York 


Capital Funds $380,000,000 


140 Broadway, New York 15 


Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 36 New York 21 New York 20 


LONDON PARIS BRUSSELS 
Member Federal Deposit Insurance Corporation 
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More and more | 
Utilities and Industries 
find the need for 





the help you Awhen you need it 
“eros eee OF before 


FINANCING 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS We invite your inquiry. 


RATES : -_ 
DEPRECIATION Write for our booklet describing 


VALUATIONS in detail the many services 


ING & DESIGN ENGINEERING available to you. 
PURCHASING 
STRIAL & PUBLIC RELATIONS Address: Department E 


ADVERTISING 20 Pine Street, New York 5, N. Y. 
GAS CONVERSIONS 


wd. hwidlii ° 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Pine Shed, Nw Yoh 5 NY, 
Gackion Michigan  — Whashingion, DC. 


This page is reserved under the MSA PLAN .(Manufacturers Service Agreement) 
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Part of the 60-cell DME-17C 
Exide-Manchex 
Texas Power & light Company's 


Switchyard of Norwood Sub. 
installation at station. Switchgear operoted 
by Exide-Manchex batteries, 


Norwood Substation, Irving, Tex. é 
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AGAIN IT’S EXIDE AFTER 27 YEARS ON THE JOB 


Exide-Manchex Battery 


Long life is an outstanding Exide quality . . . 
proved by one utility after another. Again 
it is shown by the Exide life record at Texas 
Power & Light Company’s Norwood Sub- 
station—27 years and 8 months of depend- 
able service. Now the choice is another 
Exide, a greater-than-ever Exide, the new 
Exide-Manchex battery which assures: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage with no switch- 
gear failures. 


INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for all other control circuits and for 
emergency lighting. 


LOW OPERATING COST: Extremely low 
internal resistance. 


1888... DEPENDABLE BATTERIES FOR 65 YEARS...1953 


LOW MAINTENANCE COSTS: Waterrequired 
about twice a year. No change of chemical 
solution during life of battery. 


LOW DEPRECIATION: Sturdy, long-life 
construction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding. 
e * « 
Various sizes and types of Exide Batteries 
are available in plastic containers. 


Exide-Manchex is your best battery buy 
for all control and substation services. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and “Manchex” Reg. T.M. U.S. Pat. OF. 
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Rural Electrification Engineering 


By Unus F. Earp 
Associate Agricultural Engineer, | 
Virginia Agricultural Experiment Station 





. 6x9, 
278 ‘llevtretiens, $4.00 
McGraw-Hill Publications in 
Agricultural Engineering 

Here is a new book which 
provides practical answers to 
problems covering the de- 
sign, construction, operation and maintenance of 
rural electric systems. Comprehensive treatment 
is given to electrical fundamentals, types and 
materials of construction and mechanical design 
for rural lines. It covers the application of 
electric motors, switches, controls and electron- 
ics, and modern techniques used in organizing 
and administering a rural electrification pro- 
gram. You'll also find helpful information on 
heat, radiation and electrical measurements. 

Using numerous photographs and drawings, 
this book pictures typical types of construction, 
tells how to select construction materials such 
as poles, insulators, conductors, etc., how to 
solve mechanical problems and maintain highest 
quality construction. Provides an understanding 
of techniques of anchoring a guy to the ground, 
providing for lightning protection, determining 
voltage drops, and making unit line cost esti- 
mates, etc. 
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Now MEYERCORD 
DECAL Signe 


ride the rails... 


Meyercord Railway Decals are durable and tough .. . 
especially processed for gruelling railway use. They 
are highly resistant to rain, broiling sun, ice, oil, acid, 
hail and sudden climatic changes! 

Meyercord Decal “Signs-on-Wheels” are easily and 
quickly applied. The colors and the design go on in 
one operation . . . cuts lay-up time to a minimum. 

The design, the lettering and the colors are UNI- 
FORM. Never the slightest variation between cars. 
Distinctive trademarks, lettering styles and advertis- 
ing messages are reproduced on Meyercord Decal signs 

. . exactly as you specify. 

If your firm operates its own rail cars, we invite 
your inquiry. Let us show how Meyercord’s design 
and engineering services will tackle your problem. 


MEYERCORD... Always first on Railways and Highways 
Meyercord technical skill, service facilities and design 
ingenuity provide lower cost, durable, uniform, easily 
applied pictorials, trademarks, and lettering for trucks 
and company cars. Write for prices and full infor- 
mation. FREE: Ask for complete brochure ‘Ads on 
Wheels”. No obligation. 


THE MEYERCORD CO. 


DEPT. J-518, 5323 WEST LAKE STREET, CHICAGO 44, ILLINOIS 
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a helping hand 


Our customers work under pressure. We strive to ease 
their worries but never bother them with ours. A 
sound knowledge of the purpose and use of the 
documents we print assures them of valuable help not 
only when the going is really tough but in many small 
ways besides. Are we serving you? 


L 7 N Cc 0 L the financial printers 


NEW YORK (6): 130 Cedar Street - 
CHICAGO (5): 732 Sherman Street * WAbosh 2-400! 


Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 


WOrth 43760 
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Tibigelelirdiate, 
the new 


Told ol-) Cl a-t-1al>) 


pa el | 7 _ 
RUNQOOU TE 


Service Ditcher 


dent ' Major design features assure 
lower cost trenching than ever before 


1 New Fluid Drive. Eliminates shock 
loads. Requires no overload devices of 
any kind. Gives operator new control 
of applied power. 


2 New Curved, Reversible, Insert 


Digging Teeth. Give 3 to 5 times 
longer tooth life. 


3 New Automatic Counterbalance 


Valve. Automatically maintains con- 
stant crowding speed when digging 
down grade. 


These, plus other design advance- 
ments, are in addition to such proven 


Runabout advantages as the exclusive 
Hydra-Crowd with its infinite range 
of crowding speeds, independent of 
bucket-line speeds; control from ground 
or cab; instant crowding, stop and 
reverse; fast road travel; vertical 
boom, ready to dig on arrival, leaves 
no ramp to be dug by hand; special 
differential for better traction on slip- 
pery surfaces; hydraulic hoist for 
finger-tip operation of boom. 


Write for the 705-B 
Catalog Today! 


Barber-Greene 


Aurora, Illinois, U.S.A. 
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{ American Water Works Association, Ohio Section, begins annual meeting, Cleveland, 


Ohio, 1953. 





Vew England Gas Asso., Industrial Div., begins meeting, West Boylston, Mass., 1953. 
New Jersey Gas Association begins convention, Spring Lake, N. J., 





Eastern Liquefied Petroleum Gas Service School begins, Bridgeport, Conn., 1953. 





New yay pA Petroleum Gas Association begins annual convention, Albu- 
querque, N. M., 





Illuminating Engineering Society begins. technical conference, New York, N. Y., 1953. 
International Congress of Industrial De. sign begins, Paris, France, 1953. 





Edison Electric Institute—American Gas Association, Accounting Division, begin joint 
meeting, Detroit, Mich., 1953. 





| Rocky Mountain Telephone Association will hold annual convention, Salt Lake e's) 
City, Utah, Sept. 24, 25, 1953. 





Public Utilities Associaticn of Virginias begins meeting, White Sulphur Springs, W. 
Va., 1953. 





Maryland Utilities Asso. begins fall conference, Virginia Beach, Va., 1953. 
| Oklahoma Utilities Asso. begins gas meeting, Oklahoma City, Okla., 1953. 





Independent Natural Gas Association of America will hold annual meeting, Houston, 
Tex., Sept. 28, 29, 1953. 





National Association 4 Railroad and Utilities Commissioners begins annual convention, 
New York, oa 





| International Association of Electrical Inspectors begins annual meeting, Chicago, IIl., 
1953. 








{ Arkansas Telephone Association ends 2-day annual convention, Hot Springs, 
Ark., 1953. 





Canadian Electrical Manufacturers Association begins annual meeting, Niagara Falls, 
Ontario, Canada, 1953. 
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Courtesy, Dayton Power & Light Company 


Back to School in Safety 


Public 
Utilities 


FORTNIGHTLY 


SEPTEMBER 10, 1953 


The Life Insurance Investment 


In Public Utilities 


America is constantly changing and the building and expansion 

of its utilities must change accordingly. Gas, electric, and tele- 

phone utilities have long looked to the nation’s 88,000,000 life 

insurance policyholders as the source of capital funds to carry 
on such programs of change and expansion. 


By HOLGAR J. JOHNSON* 


ance policyholders have become 

an important source of capital 
funds for the public utility industry 
in this country. These policyholders 
thus have an important stake in the 
success of the public utilities, beyond 
that of either customer or fellow citi- 
zn. The nation’s life insurance com- 
panies now have nearly $13 billion in- 
vested in the securities of public 


ot oon 88,000,000 life insur- 


*President, Institute of Life Insurance. For 
additional personal note, see “Pages with the 
tors.” 
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utilities. That is an average of almost 
$150 per policyholder—and from that 
investment, the policyholders are 
drawing not far from $400,000,000 
annually in interest, an average of 
$4.50 per policyholder going towards 
defraying the cost of his insurance. 
The flow of life insurance dollars, 
pending their use for benefit payments, 
as financing for the public utilities is 
not of recent origin, but has been go- 
ing on for many years. As far back 
as the 1870's, such securities were 
found in the investment portfolios of 
SEPT. 10, 1953 
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the life companies. Over thirty years 
ago, in the 1920’s, life insurance com- 
panies owned a large proportion of 
public utility bonds. 

It was in the 1930’s that the major 
flow of life insurance investment dol- 
lars into this field got under way. The 
billion-dollar mark of such investments 
was reached in 1927, and by the mid- 
thirty’s, the two-billion mark was 
reached. Five years later that figure 
was doubled. There was a slowing 
down during World War II, but im- 
mediately after the war the upswing 
was resumed. The life insurance in- 
vestment in the utilities has risen some 
$7 billion since 1945. 


Bed $13 billion utility invest- 
ment is the equivalent of nearly 
one-third of the total assets of all elec- 
tric, gas, telephone, and telegraph cor- 
porations in the country. The $11.8 
billion utility bonds owned by the life 
companies represent two-thirds of the 
funded debt of all these corporations 
in the public utility field. This demon- 
strates how extensively the light and 
power companies have turned to this 
source for their financing and the high 
regard in which public utility securi- 
ties are held by the life insurance in- 
vestors. The life insurance companies, 
it should be remembered, are always 
seeking to make investments that aid 
the economy and the welfare of the 
people. 

Over the years, the nature of the 
life insurance investment in public 
utilities has continuously changed, as 
periodic changes have developed in the 
emphasis of utility development. Back 
in 1906, for instance, the major por- 
tion of the life insurance public utility 
portfolio was in street railways. As 
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the expansion of electric light an 
power swept the country, those fi 
became the major channel of utilit 
investment. When natural gas move 
out over the country following the en 
of World War II, life insurance dol 
lars aided materially in the financing 
in fact, more than $1 billion was put 
into the securities of pipeline concerns 
by the life insurance companies be 
tween 1945 and 1950. 


HE renewed expansion of electri¢ 

light and power in homes, o 
farms, in industry during the past fey 
years, has seen a tremendously in 
creased investment of life insurance 
dollars in helping to finance this 
growth. 

Significant and illustrative of the 
direct public benefit from such an in 
vestment are the figures on growth of 
electric use. Making comparison wit 
1929, for example, we find prodigious 
expansion of the use of electricity, The 
number of homes receiving electric 
service has doubled since 1929; farms 
served have increased from 576,000 to 
4,874,000. Total electric plant capacity 
has nearly tripled—and we are told 
that existing and projected facilities 
will make the increase over 1929 four- 
fold within two years. 

What is important is that all this 
expansion has been accompanied by a 
drop in power rates over the years, 
despite increased costs of construction 
and operation. Although plant cor- 
struction costs are today twice what 
they were in 1929 and four times what 
they were before World War I, the 
average home-used kilowatt hour 
which cost 17 cents in 1900 and 6 cents 
in 1929, now costs under 3 cents. 

It is interesting, from the stand- 
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Life Insurance Investment in Utilities 


ad nation’s life insurance companies now have nearly $13 bil- 

lion invested in the securities of public utilities. That is an aver- 

age of almost $150 per policyholder—and from that investment, the 

policyholders are drawing not far from $400,000,000 annually in inter- 

est, an average of $4.50 per policyholder going towards defraying the 
cost of his insurance.” 





point of the utility corporations, to see 
fm that over the years—prior to the re- 
cent upswing in interest rates generally 
i —this financing has cost less and less. 
im in 1929, the average rate of interest 
on the public utility bonds held by the 


msi fe insurance companies was the high- 


est of any category of securities held 
by the life insurance companies ; today 
those utility securities reflect the low- 
est rate of interest, excepting only the 
aU. S. government bonds. 

Also, significant of this long-term 
trend and history, a recent analysis of 
I8companies’ investments showed that 
there was no loss from sale of public 
utility bonds between 1929 and 1950, 
excepting only the years 1930 and 
1933, when losses of one per cent were 
incurred. As a matter of fact, in most 
of those years, profits up to 5 per 
cent annually were made on utility 
bond sales. 

This flow of funds into public 
utility financing has related in an- 
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other way to the social-economic de- 
velopment of the country. A study of 
regional investments shows that there 
has been an immediate tie-in with pop- 
ulation shifts and regional changes. 
With the expansion which developed 
in the South and the great gains made 
in the Southwest and Pacific coast re- 
gions during the past decade, public 
utility development has been especially 
marked in those regions and life insur- 
ance holdings have grown markedly 
there. 


| eager suet some of the regions 
have had special development of 
public utility facilities, to reach more 
remote parts of their areas. 

In last year’s analysis of the region- 
al investments of between 80 and 90 
per cent of all life insurance assets, 
it was found that one-fourth of all life 
insurance investments in New Eng- 
land and Mountain states were public 
utility securities, one-fifth of all invest- 
SEPT. 10, 1953 
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ments were in utilities in Middle At- 
lantic, East North Central, South 
Atlantic, West South Central, and 
Pacific states. For the country as a 
whole, those companies had 18 per 
cent of their assets in public utility 
securities. 

Just what this investment means to 
the people of the country and business 
in general was strikingly shown by the 
new utility plant at Joppa, Illinois, set 
up to supply power for the atomic en- 
ergy plant across the river in Ken- 
tucky. This plant was financed by a 
life insurance loan. What is more, it 
was built in a remote, sparsely settled 
section of Illinois farm and mining 
country, so that the effects could be 
measured with some degree of accu- 
racy. Seldom has that been possible 
before, because most utility plants are 
constructed on the edge of an indus- 
trial area and the financing is seldom 
secured from a single source. Hence 
the whole picture does not usually 
come together in a single study. 


NX Joppa, however, it was found that 
the $100,000,000 project was go- 
ing to create not only 200 permanent 
jobs within the plant—but some 1,300 
jobs elsewhere in allied operations con- 
nected with supply and service. This 
covered coal miners engaged in sup- 
plying the new demand for coal cre- 
ated by this new plant; rail workers 
hauling coal and other materials into 
the plant; dock workers on the river 
front; a long list of community work- 
ers supplying service to the new plant 
and its new workers, including garage 
mechanics, shop clerks, preachers, 
teachers, and all the others who pro- 
vide community services. 

It is estimated that the life insur- 


ance investment in public utility se. 
curities represents some 400,000 of 
the jobs in the industry. But if that 
figure is amplified by only a small por- 
tion of the related services created by 
those utilities, it can readily be seen 
that these life insurance dollars are 
not only at work as capital funds for 
business, earning interest for policy. 
holders, but they are rendering an im- 
portant public service, creating or 
maintaining many, many jobs, perhaps 


2,000,000 or more. 


| gee to the future, the continued 
growth of public utilities appears 
to be a certainty. 

Domestic use of electricity will rise 
chiefly from expanded usage per cus- 
tomer as well as increased customer 
totals. With the number of homes 
served by electricity well over 90 per 
cent, that ratio cannot be expanded 
much, but as population grows, fami- 
lies increase, and new homes are built, 
there should be a steady continued 
climb even in number of domestic cus- 
tomers for the utilities. 

The American standard of living 
is going to continue to be improved, 
with more and more homes getting 
the appliances which expand electricity 
and gas usage. Over half of the homes 
in some areas have electric ranges and 
15 per cent of all U. S. homes have 
them. But the very fact that the ratio 
of homes with powered washing ma- 
chines is near 100 per cent in some 
areas indicates that total usage is not 
a dream. Three-fourths of all U. S. 
homes have them. Furthermore, near- 
ly eight out of ten homes in the coun- 
try have gas or electric refrigeration. 

And should there be any slowing 
down in the expansion of usage of 
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these appliances, we see great new 
fields opened up with other units— 
powered workshops, air conditioning, 
ironing machines, and a whole array 
of comforts and, perhaps, luxuries 
which are making the American home 
a vastly more comfortable and prac- 
tical unit than it used to be. 


{feos too, industrial usage has un- 
limited possibilities of expansion. 
There are today almost 6,000,000 in- 
dustrial and commercial users of elec- 
tricity — 2,000,000 more than there 
were in 1929. A dynamic people, with 
broadening interests, will undoubtedly 
see this list of shop and factory users 
grow much more in the years ahead. 
And as we enter the sphere of atomic 
energy development, we are moving 
into an area about which we can only 
hazard personal guesses today. We 
can only agree that it will probably 
be great. 

Some inkling of this potential was 
provided, in fact, in the announcement 
at the end of July that the major part 
of a $420,000,000 loan to the Ohio 
Valley Electric Corporation is to be 
put up by life insurance companies. 


The Ohio Valley company is owned 
by fifteen private utility companies, 
and the loan is to finance its commit- 
ment to supply power for the U. S. 
Atomic Energy Commission’s new 
atomic diffusion plant near Ports- 
mouth, Ohio. 


6 be. outlook is for expanded usage 
also in the gas utility field and in 
the telephone and telegraph facilities. 
These are all fundamental elements in 
a rising standard of living and an in- 
creasing population. 

America is constantly changing and 
these changes are aided and guided by 
just such elements as this flow of capi- 
tal funds from the life insurance com- 
panies, in behalf of their policyholders. 
Indeed, this is a striking demonstra- 
tion of how our social and economic 
system operates. Here we see millions 
of policyholders, pooling their dollars 
for their own protection and future 
needs, putting them to work in every 
crossroads of the country, aiding large 
numbers of business firms and millions 
of fellow citizens. It is healthy and a 
public testimonial for the American 
way of doing things. 





<4 Mz and more the traditional investor’s attitude that his 

interest stofs at the last line of the income statement 
is being changed. True there are many factors between the 
utility operating income and the net after income deductions, 
such as capitalization and management policy., As time goes by, 
the confidence of the investor in the capital structure of the 
company grows. With the increase in the investor's confidence 
in the protection of his investment, his willingness to invest 
grows. The result is a reduced cost of money to the company 
which benefits the consumer and the investor alike. The im- 
pairment of the financial health of a utility only serves to in- 
crease the cost of service to its customers in the final analysis.” 


—EuvceEne S. LouGHLIn, 


President, National Association of 
Railroad and Utilities Commissioners. 
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Telephone Numbers Get 
A Party Line 


What has to be done before you in Springfield can 
dial Aunt Mollie in Springville. Why dial names 
are being standardized like nuts and bolts. 


By JAMES H. COLLINS* 


HINGS were simpler when Alex- 
ander Graham Bell—or was it 


Don Ameche? — invented the 
telephone. He put in the first call: 

“Mister Watson, come here, I want 
you.” 

Or was it Doctor Watson? 

Or the Russians? 

Things were beautifully uncom- 
plexed then. Nowadays you go to tele- 
phone headquarters to see a man, and 
they ask, “Is he with the company?” 
and they look him up in the organiza- 
tion directory, and say, “Oh, yes— 
Extension C5J72, Room 9489.” Then 
you find that he has been moved to an 
old loft building down the street, taken 
over for postwar growth. 

Anyway, he isn’t the fellow you 
thought he was. 

For instance, Homer Holt, of the 
Los Angeles phone company’s bee- 


*Professional writer, residing in California. 
For additional personal note, see “Pages with 
the Editors.” 
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hive. You’ve heard he is in charge of 
dial names, which seems like a quaint 
job. What will he be—a philologist, 
or one adept in semantics, or what? 

Every little while a roving reporter 
hears about Holt and interviews him, 
to write a humorous piece, with stories 
like the one about the dial word that he 
tested and found satisfactory for a 
beach town, and which he felt ex- 
pressed the character of surf, and 
beach ball, and salt water taffy, and 
fun. 

“FRolic” was the word to dial. And 
did he hear about that ! Redondo Beach 
denounced him to the last citizen, so 
he had to go testing again, and finally 
settled for “FRontier.” Which is on a 
certain list. 


H* can go along with a joke as 
well as the next man, but he pro- 
tests that this is not his real job, and 
that picking dial names is serious busi- 
ness, especially now that dialing 1s 
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about completely set up to go national. 


D™ names are only a part-time 
job for men in the planning de- 
partment of telephone organizations, 
and while there are comic angles 
aplenty, these names are really pre- 
cision parts in the whole machine. 

Literally nuts and bolts, that have 
to be tested on a “Go” and “No go” 
basis, and then it may be found that 
people have an affection for a particu- 
lar nut, or an aversion to the bolt that 
seems to fit—like “FRolic.” 

You see, the Bell organization has 
expensive toll circuits, across the coun- 
try, and into other lands. 

When these circuits are busiest, 
about half the time the public is talk- 
ing over them, and the other half of 
the time is spent on making connec- 
tions—nothing coming in. 

To reduce this unproductive time, 
engineers have long dreamed of mech- 
anism that will enable the customers 
to dial directly—tthe vegetable shipper 
in Imperial valley with a carload of 
lettuce on the rails, dialing Kansas 
City, Chicago, and so on, until he finds 
a buyer. 

That would not only save money, 
but it has been found in regional traf- 
fic that every time the company ex- 
tends toll dialing to towns roundabout, 
people make more toll calls. 

Five years ago the engineers an- 
nounced that toll dialing was possi- 
ble, and coming—in maybe twenty-five 
years. 

A little later they said “Maybe five 
years,” and today toll dialing is possi- 
ble in several metropolitan areas— 
New York, Boston, Philadelphia, 
Cleveland, Detroit, Chicago, the San 
Francisco Bay district. Next thing will 
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be national long-distance dialing by 
toll operators, and finally direct dial- 
ing by the customers. 


Ben engineering is formidable, so 
we will just look into the problems 
of dial names, of which one problem 
is the love the public manifests for cer- 
tain dial words. 

Back in the days before dial phones 
an exchange would be given a name 
with local associations, that of a neigh- 
borhood, like “Chelsea,” or a promi- 
nent family, like “Beekman.” When 
dial phones came in, these were adapted 
to “CHelsea” and “BEekman.” 

As dialing was extended, the names 
with local associations had to be used 
by people who did not know them, and 
when national dialing had to be ar- 
ranged, there was still more feeling for 
them—what does “BEekman” mean in 
San Francisco, where “STanford” 
carries associations ? 

In Los Angeles, the name “SEpul- 
veda” is that of an old Spanish fam- 
ily, meaning nothing outside a limited 
area. It has the character of Spanish 
names which the town likes—even 
some of the telephone executives have 
a sentimental regard for Spanish 
names and come around to Holt to 
lobby for them! 

First thing to do with such a name 
is to test it over the phone. Several 
hundred operators are asked to listen, 
and write down the word they think 
they hear. “SEpulveda” was written 
down by twenty-odd operators as 
“DEponition.” That was enough to 
rule it out. 

But if such an association name 
passes the tests, then the customers 
may find objections. Old settlers will 
protest that the beautiful Spanish name 
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is that of an old family that was no 
better than it should have been, and 
that it is a disgrace to put such a name 
in everyday use. So it became neces- 
sary to compile biographies of south- 
ern California association names, 
maintaining a “Who Was Who” that 
got out of bounds and had to be 
dropped—back to the telephone busi- 


ness! 
Aaa citizen named Wood- 
bury had an unblemished record, 
and tested out phonetically, and an ex- 
change was named for him. He didn’t 
last long. Growth and technical changes 
turned “WOodbury” into “BRad- 
shaw.” 

In a newspaper article this is funny, 
but when the reader learns that his 
own phone is to get a 2-5 combination, 
like “LAfayette 5-6887,” he realizes 
that phone names are serious, and 
writes Homer Holt to say what he 
thinks about his monkeying. 

If you had a car put together with 
any old nuts and bolts, and drove 
across the country, and were told “We 
ain’t got any parts for this bus—where 
did you get it?” that would be right on 
the beam of putting through a toll call 
with local dial names as they are. 

So it has been necessary to establish 
a “party line” in dial names. There is 
now an approved list of about 300 
names, settled upon by a sort of Krem- 


sight, invented the telephone, 
at work on this trick of saving time and money on wire con- 


lin—familiarly, “the boys in New 
York.” They gathered up all the local 
dial names, tested and weeded them, 
eliminated all that had local or re 
gional associations, and adopted a list 
that should take care of national dial- 
ing until something like the wrist tele- 
phone appears, in which you get your 
party by saying “Hey, Bill Smith, in 
New York—come here, I want you.” 
Which will not surprise telephone fel- 
lows; is probably in the works. 

Approved names are gauged like 
machine parts. They must be phoneti- 
cally clear, understandable all over the 
country, not be confused with similar 
names, have more than one syllable be- 
cause single syllables are similar in 
sound, be spellable from pronunciation 
—and so on, and so on. The ideal to 
be achieved in years ahead is to re- 
place some 700 local dial names with 
the approved 300, and put all phone 
numbers on a 2-5 basis—two initials 
and five digits. 


HE boys in New York have gone 
further in their imaginings. “Why 
bother with names at all?” they've 
speculated. “Why not just use prefix 
numbers?” Which if adopted might 
make your phone number something 
like “JX 5-6887.” 
Or why numbers—why not pictures 
such as are used on slot machines, in 
which you try for the jackpot with 
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“LonG before the Russians, using their marvelous hind- 


we had good American brains 


nections. There was a dial-and-pointer device back in 1836, 
used in telegraphy, and for fire alarm and district messenger 


systems.” 


SEPT. 10, 1953 


348 





TELEPHONE NUMBERS GET A PARTY LINE 


Lemon or Cherry? Then you might 
dial “Moon-Rocket 5-6887.” 

Fantastic ? Television technicians al- 
ready are saying that the next genera- 
tion may not know how to read, but 
will get through life on mechanisms 
like the income tax short form. 

Approved names on the standard- 
ized list are selected for simplicity, 
freedom from local associations, con- 
fusing pronunciations and spellings, 
and other considerations. 

Names of cities and states are 
avoided unless like “Lincoln” they are 
thought of as persons, not places. 

Single syllable names are at once a 
difficulty and a temptation. There is 
more likelihood of their being misun- 
derstood, confused with like-sounding 
names, may sound too abrupt. But they 
have a very definite money advantage, 
because they save directory space and 
costs when printed millions of times. 

Double names like Twin Oaks lead 
people to dial two-word initials, “TO” 
instead of “TW.” Some such names 
are excellent when welded together— 
“Twinoaks,” which is on the list. 

Names with I and O are often dialed 
with the figures 1 and 0, and so on. 

This approved list had probably bet- 
ter be kept out of the general public’s 
hands! Dial names have a strong con- 
troversial aspect. When a reporter 
writes a whimsical article about 
Homer Holt’s difficulties he hears from 
Pro Bono Publico, listing the names 
he dislikes, and approving those he 
likes, offering to pick some good names 
to help him out—or maybe asking if 
he buys dial names. 


: I ‘o give you an idea of controversy, 
right at the start the boys in New 
York have listed few names of women, 
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possibly because not many women are 
in the Hall of Fame, or for phonetic 
drawbacks. 

The Father of His Country was 
screened out—reasons not given; also 
Roosevelt, and there are only ten Presi- 
dents—Adams, Jefferson, Madison, 
Fillmore, Jackson, Taylor, Lincoln, 
Grant, Garfield, Wilson. But there are 
Ulysses and Grover, and the word 
President. And Congress! 

Among other American names are 
Edison, Emerson, Webster, Franklin, 
Fulton, Ingersoll, and Pershing. Eng- 
lish names qualifying are Churchill, 
Dickens, Gladstone, and Milton, with 
Lafayette and Vandyke alone from the 
non-English world, for familiarity to 
Americans. About a dozen single sylla- 
ble names have been approved— 
Brown, Drake, Globe, John, Main, 
Park, Spring, Spruce, State, Swift, 
Wells. 

It has been said of telephony that 
whenever a second could be saved on 
calls, there is money enough to buy 
yachts. 

And the place to save money is 
where one subscriber is connected with 
another. 

Starting with boys at Central when 
New York had a few hundred phones, 
and hiring girls because the boys were 
too croaking and fresh, the engineers 
have been mechanizing at that point 
until their switching systems are 
among the most complex known. 


A this talk about electronic brains 
and cybernetics is old hat to tele- 
phone engineers. They have quietly 
put to work systems that obediently re- 
ceive information, and store it up, and 
remember it with the inevitability of 
the subconscious mind, and, what is 
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Self-service in Telephone Service 
“" hear a good deal these days about the wonders of self-service, 
fixing things so the customers wait on themselves and take the 
stuff home. That is old engineering in the telephone business, where 
the dream of self-service has been a will-o’-the-wisp from the beginning. 
If yachts could be bought with seconds saved on connections inside the 
exchange, what about snitching some of the customer's seconds?” 





better, produce it when wanted. They 
search out the most suitable electrical 
path when the subscriber dials, and if 
that is blocked take another. If they 
run into trouble they automatically re- 
port the fact and its probable cause. 
Parts of their mechanism exchange 
information when put in touch with 
other parts, sometimes on the Braille 
touch system, and again with a stream 
of electrons, or playing musical notes 
in chords for interpreting by a musical 
“ear.” 

Not forgetting to come up with the 
bill, which brings in complications for 
the accounting department. 

With long-distance customer dial- 
ing, and complexities of the rate struc- 
ture, dial names have to be selected for 
mechanized accounting. Just the other 
day Bell Laboratories put into com- 
mercial use an automatic accounting 
system, that keeps a record of calling 
and called customers, times the call, 
and makes a printed record. 

Long before the Russians, using 
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their marvelous hindsight, invented the 
telephone, we had good American 
brains at work on this trick of saving 
time and money on wire connections. 

There was a dial-and-pointer device 
back in 1836, used in telegraphy, and 
for fire alarm and district messenger 
systems. A Bell man invented a village 
system that did away with a central 
office as long ago as 1884, when the 
phone was about eight years old. And 
preparatory to letting the public dial 
at all, a whole world of robot mech- 
anism was in use inside exchanges, 
making automatic connections. 

Really, Ivan does not begin to sus- 
pect how many things he has been in- 
venting, and now the time has come 
to turn this mechanism over to the cus- 
tomers and let them run it. 


W: hear a good deal these days 
about the wonders of self-serv- 
ice, fixing things so the customers wait 
on themselves and take the stuff home. 

That is old engineering in the tele- 
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phone business, where the dream of 
self-service has been a will-o’-the-wisp 
from the beginning. If yachts could be 
bought with seconds saved on connec- 
tions inside the exchange, what about 
snitching some of the customer’s sec- 
onds ? 

That is the present objective— 
though, come to think of it, I do not 
know a telephone guy who has a yacht. 
Maybe the boys in New York... 

They make it very attractive in the 
preliminary publicity. 

“The Nation at Your Finger Tips!” 
people are told. Calling from New 
York to San Francisco as easily as 
ringing up the butcher around the 
corner. Or almost. You just have to 
dial three additional digits. 

“Wait! Coming Soon!” 

Customer dialing is coming like 
Christmas. The first step has been toll 
operator dialing. The customer speaks, 
giving the name and location of the 
party to be called, and toll operators 
say nothing, play it on push buttons, 
eliminating seconds and chances for 
wrong numbers. One out of three toll 
calls now goes that way. Former time 
anything up to fourteen minutes, now 
about two minutes. 

Taking the customers into the store 
this way, so to speak, is something like 
supermarket layout. Self-serve, one- 
stop purchasing, point-of-sale, store 
traffic—these innovations of our own 
days since the war are discernible in 
customer long-distance dialing. The 
customers have to learn—or, as the 
psychologists say, have to be condi- 
tioned. But this is a nation of smart 
customers. 


pas in Englewood, New Jersey, 
were picked for the first trial two 


years ago (November, 1951), be- 
cause the central exchange there was 
equipped with the latest types of 
switching and automatic accounting 
devices, and Englewood people nor- 
mally make a good many toll calls— 
and are smart. 


Fr was one-way dialing. Englewood 
could dial thirteen widely scattered 
test areas, but none of them could dial 
Englewood. All phones in northern 
of suburbs, and Philadelphia, Boston, 
Providence, Pittsburgh, Cleveland, 
New Jersey and New York city, a lot 
Detroit, Chicago, Milwaukee, San 
Francisco, Oakland, Sacramento. 
These points were selected because 
they were following the party line— 
their equipment and phone numbering 
had been brought up to the future. And 
they are all definitely places with smart 
people, not likely to be panicked by 
Aunt Molly calling from Englewood, 
ready with an appropriate utterance 
for that historic moment—“What hath 
God wrought .. .?” 

“Oh, hello Aunt Molly! You in En- 
glewood? Sounds like you were just 
around the corner—how’s the weather 
back there?” 

Which will be right on the beam of 
customer toll dialing, because it is en- 
gineered for commonplace everyday 
service. 

When an engineer explains toll dial- 
ing he draws diagrams and maps, and 
uses initials—CSP is “control switch- 
ing points,” and CAMA is “centralized 
automatic message accounting”—he is 
all wrapped up in what goes on in the 
works. 

But the customer outside, maybe 
with a carload of tomatoes rolling 
from Florida, and calling up produce 
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houses as far as Minneapolis, has only 
to dial three numbers for the distant 
point, plus the called party’s phone 
number, and maybe one more digit if 
it is a party line. Ten or eleven letters 


and numbers in all. 
g pas operators making long-dis- 

tance connections for customers 
who speak the name, city, and phone 
number, do not use a dial, but have 
ten push buttons that they play like 
typewriter keys, fast, like touch typing. 
These buttons send signals over voice 
channels, and set up the connection— 
in some cases a transcontinental talk 
is started in thirty seconds. 

All of which is recorded by mech- 
anism that gives billing clerks the 
phone numbers of both parties, the 
time consumed, and so on, but nothing 
written. All done with punched holes. 
All in line with the general trend of 
life toward holes punched in cards. At 
the pearly gates Saint Peter will prob- 
ably flip out a punched card for every 
human being, and run it through a 
tabulating machine. 

It is this mechanism that telephone 
fellows are thinking about when the 
inquiring reporter comes in and asks 
about dial names. They are planners; 
have been developing such a system 
for thirty years or more, looking to the 
day when it could “go national.” Pick- 
ing dial names is just part of that job, 


q 


e 


but they enter into the spirit of the 
thing and answer the questions, 

“Where do you look for names— 
in the dictionary, or historical records, 
or what?” 

“Well, the boys in New York started 
with dial names already being used 
over the country, and sifted out all 
the local names. Which was bad. Peo- 
ple love their local names, mementos 
of places and persons. It’s like tearing 
down an old _ building—something 
leads people who have never given it 
a thought to protest. Woodman, spare 
that tree. The old landmark would 
soon fall down anyway, but that’s how 


people are. 
~— of this array of dial names 
already in use, those with bad 
phonetics, voice and spelling confu- 
sion, and provincialisms were elimi- 
nated, and an approved list sifted down 
after several years of testing and con- 
ferences. 

“From these lists every city, town, 
and crossroads in the country will 
adopt dial names on a standard na- 
tional basis. But not on a given day, 
over the land. Changes are made as 
local telephone plants grow, several 
exchanges with different local names 
will be merged under one name from 
the list, and at the same time phone 
numbers will increase from four or 
fewer digits to a standard 2-5 system 


“TOLL operators making long-distance connections for cus- 
tomers who speak the name, city, and phone number, do not 
use a dial, but have ten push buttons that they play like type- 


writer keys, fast, like touch typing. These buttons send sig- 
nals over voice channels, and set up the connection—in some 
cases a transcontinental talk is started in thirty seconds.” 
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—it is going to take years, with Pa- 
cific coast cities on a standard dialing 
basis by 1954, and some localities five 
or ten years from now, at present esti- 
mates.” 

“Are you still looking for names?” 
asks the reporter. “I believe I could 
think of a few.” 

“Sorry, but the boys in New York 
say they consider their list complete. 
This has been a job, not of looking for 
names, but throwing out misfits.” 

The reporter has a final question to 
ask. 

“If I will be able to dial anybody in 
the United States and Canada without 
an operator—what is going to become 
of all those girls?” 

“A dandy question, that has been 
asked ever since the first dial phone. 
We telephone fellows ask it in another 
form : ‘What becomes of all the girls ?’ 


66 HE fact is, we’ve never known 

a time in this business when it 
was necessary to round up a hundred, 
or five hundred, operators, and say, 
‘Girls, don’t come back Monday, you’re 


fired ; telephones are now so complete- 
ly mechanized that there’s no more 
work for you.’ 


€¢ Aways the girls have been trans- 

ferred to other jobs, created by 
increased traffic, brought about by 
mechanization. Make it easier to dial 
toll calls in a metropolitan area, and 
people talk more. Put a phone booth 
outdoors, at a corner where a dozen 
people every hour wait for a bus, leave 
the door open, and they will talk more. 
Maybe some day we will have to say, 
‘Girls, don’t come back Monday, peo- 
ple have stopped talking.’ 

“Our operators quit, marry, die, 
move, disappear. We never seem to get 
enough of them; we like to hang onto 
them because the longer they are with 
us the more valuable their experience. 

“What was the question again?” 

“When the whole country can dial 
long distance, what becomes of the 
girls?” 

“T wish you'd tell us, not where to 
find more dial names, but where we 
can hire some more girls.” 





Guarding the Purse Strings 


66 AN objective to which more attention might well be given 

A [by Congress] is that of establishing and maintaining 
closer control over funds authorized but not yet spent. The 
carry-over of such funds from one fiscal period to another has 
mounted to a total of more than $80 billion. Most of this money 
has been contracted for or otherwise committed. Billions might 
be saved, however, by making such balances subject to con- 
tinuing review and by sharply limiting the practice of authoriz- 
ing contractual obligations extending for years into the future. 
This practice, more than any other, seems to have been responsi- 
ble for the loss by Congress of the control it formerly exercised 


over the budget.” 


—Excerpt from “The Guaranty Survey,” 
published by Guaranty Trust Company 
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Private Hydro’s Recreational 
Advantages 


The argument is often made that development of hydroelectric 
sites by regulated, business-managed utilities tends to neglect 
social by-products or other multipurpose features which gov- 
ernment development would embrace. This article is an account 
of how one privately owned and operated utility company sys- 
tem has developed public recreational facilities in connection 
with its hydro operations—at no expense to the taxpayer. 


By WILLIAM J. CADIGAN* 


ROM the credo printed in its em- 
Fi pioye magazine, Contact, New 

England Electric System sub- 
scribes to these beliefs : 

“We believe in what some people 
call ‘free enterprise’ or ‘the American 
way of life’ but which we prefer to 
call ‘good neighbors.’ 

“We believe in being good neighbors 
with our employees, with our share- 
holders, with our customers, with good 
government, and with the communities 
we serve.” 

This last belief, being good neigh- 
bors with our communities, deserves 
editorial expansion. Most recently it 
has led New England Electric System 
to help in developing the Connecticut 
River Watershed Council. This group 


*Assistant publications director, New Eng- 
land Power Service Company. For additional 
personal note, see “Pages with the Editors.” 
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of universities, state and local organi- 
zations, industry, business, sportsmen, 
and others have banded together “to 
develop a plan, a harmony, and a unity 
of purpose which will achieve the 
maximum beauty and usefulness of 
the Connecticut river watershed.” 

We feel this is the honest, American 
way to approach a common problem. 
If the Connecticut river valley has 
pressing needs, then the people and in- 
dustries in the valley should do some- 
thing about it. This is as fundamental 
as a town meeting. 

But this interest in being good 
neighbors is nothing new to the sys- 
tem. Lately with the opening of Wil- 
der station on the Connecticut river, 
this long-time system policy has re- 
ceived national recognition as an out- 
standing example of good community 
relations by an investor-owned, busi- 
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ness-managed electric utility. The 
35,000 people who visited Wilder sta- 
tion in 1952 give enthusiastic response 
to this continuing good neighbor 
policy. 

Early realization that recreation is 
big business in New England prompt- 
ed the system many years ago to begin 
the promotion of its lands and water- 
ways for recreational purposes. This 
was and is good business from a dollar 
standpoint and from a community re- 
lations standpoint. 


a system’s contributions to rec- 
reation are real additions to the 
enjoyment of its neighbors and to the 
vast numbers of tourists that have rec- 
ognized New England as “The place 
to work, live, and play.” From the re- 
cent recreational development at Wil- 
der, back many years to when the sys- 
tem first began encouraging the wider 
use of its facilities, the New England 
Electric System has promoted recrea- 
tion and community relations as a 
hand-in-glove policy. 

System companies own and operate 
a dozen storage reservoirs in various 
parts of Vermont, New Hampshire, 
and Massachusetts. Some of these 
reservoirs, like Lake Attitash in Ames- 
bury, Massachusetts, or Mascoma 
Lake in Lebanon, New Hampshire, 
already have heavily populated shore 
lines. Others in the more remote head- 
water regions of the Connecticut and 
Deerfield rivers are used only by hardy 
fishermen and sportsmen. With sum- 
mer homes and camps taxing recrea- 
tional facilities at the near-by reser- 
Voirs, sports-minded people have start- 
ed looking for other vacation spots. 
With new highways cutting through 
previous wilderness, the faraway, 
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though attractive, areas have come 
closer to home. 


oO some extent this created a prob- 

lem. As is well known, these man- 
made reservoirs serve a vital rdle in 
the power picture. Any interference 
with the flexible use of these storage 
reservoirs for power purposes would 
have a far-reaching, bad effect upon 
New England’s balanced power facili- 
ties. 

But long experience with reservoirs 
and with neighboring New England- 
ers has proved that these storage lakes 
need not be used solely for power pur- 
poses, with “Keep Off” signs around 
the premises. The system has found 
that there are areas where the public 
can be invited to use the waters and 
shore lines for recreational purposes 
with safety and still not conflict with 
the primary purposes for which the 
reservoirs were built. Thus the com- 
pany has made arrangements with sev- 
eral state and Federal fish and game 
commissions and with sportsmen’s 
groups in connection with the use of 
these properties for recreational pur- 
poses. 

This has resulted in very intensive 
use of some of these areas for fishing 
and hunting. 

In western Massachusetts and south- 
ern Vermont the system owns seven 
hydro stations and two storage reser- 
voirs on the Deerfield river. These 
combine to make it one of the hardest- 
working and best-controlled streams 
in the United States. So, to many 
people, the Deerfield river means a 
series of power plants from Searsburg 
on the upper section of the river to the 
tailrace discharge at Number Two sta- 
tion on the Lower Deerfield. 
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New England’s Storage Reservoirs 


“... man-made reservoirs serve a vital réle in the power picture. Any 

interference with the flexible use of these storage reservoirs for power 

purposes would have a far-reaching, bad effect upon New England’s 

balanced power facilities. But long experience with reservoirs and with 

neighboring New Englanders has proved that these storage lakes need 

not be used solely for power purposes, with ‘Keep Off’ signs around 
the premises.” 





uT to thousands of Izaak Waltons, 
the Deerfield and its tributaries 


are known for mighty fine trout fish- 
ing. For instance, below Harriman 
reservoir, where storage waters pro- 
vide a generous supply of fresh cool 
water, flows one of the most heavily 
stocked fishing streams in Massachu- 


setts. Here, New England Power 
Company for a token payment of $5 
has leased some 12 miles of the Deer- 
field river shore line to the state for 
public use. 

Each spring fishermen by the thou- 
sands enjoy the excellent trout fishing 
along this picturesque stream. At Har- 
riman and at the smaller Deerfield 
plants, brown, brook, speckled, and 
rainbow trout abound to the fly cast- 
er’s delight. 

The rainbow trout brings up an in- 
teresting experiment in the stocking of 
streams. Back in May, 1950, the 
Southern Vermont Federation of 
Sportsmen began planting infant rain- 
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bows in the tributary streams of the 
North Deerfield watershed. If they 
survived, they would go down into 
Harriman reservoir to grow on a diet 
of smelt introduced there for this pur- 
pose. If all went well, in two years 
the rainbows would reverse their 
journey and complete the cycle from 
headwaters to reservoir and back to 
spawn. 


HE sportsmen’s project was a suc- 

cess. During the trout fishing sea- 
son of 1952, over 600 rainbows, aver- 
aging 12 inches in length, were taken 
in the north branch of the Deerfield 
watershed. In two more years it is 
expected that Harriman reservoir will 
take its place among the great trout 
waters of America. 

Just last year the largest brown trout 
caught in the United States (a 224 
pounder) was hooked out of Sherman 
Pond by a Vermont fisherman. So 
far this year a Massachusetts sports- 
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man has the record. He hauled a 32- 
inch, 15-pound trout out of the Deer- 
field on rod and reel. 


ppv deal of this fine fishing on 
the Deerfield is made possible by 
system reservoirs and ponds. Power 
station operations tend to assist in bet- 
ter trout management. Discharge 
from Harriman and Somerset reser- 
voirs serves to regulate the seasonal 
flow more evenly and to maintain suit- 
able temperatures for trout during the 
critical summer periods. Posters along 
the Deerfield caution against a rapid 
rise of water; others mark the public 
fishing grounds. 

Also, in this general area the com- 
pany permits “Little Leaguers” to use 
its athletic fields near Readsboro, Ver- 
mont. And along the Deerfield the 
system has planted several million 
pines and spruces for watershed im- 
provement. 

Again, in the Deerfield area, the 
system facilities are used by hunters 
as well as by fishermen. Upstream 
from Harriman at the headwaters of 
the river, the company built Somerset 
reservoir in 1912. The lake is sur- 
rounded by a wild forested area. There 
is no habitation except for a few sum- 
mer camps located in a very limited 
area of shore line. However, the 
woods around Somerset are widely 
used by experienced deer hunters. Be- 
cause of the nature of the area, inex- 
perienced hunters should avoid it since 
several persons have been permanently 
lost over the years in this vast wilder- 
ness. None the less, at last count, there 
were 234 annual fishing permits, 56 
boating permits, and 13 camp sites at 
Somerset. 

In addition to the seasonal storage 
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reservoirs, there are many excellent 
recreational opportunities on the more 
shallow ponds at the numerous hydro 
plants, particularly along the Con- 
necticut river. 


(oo up river from the Massachu- 
setts state line, the first system 
plant is at Vernon. This station forms 
a pond 25 miles long on which about 
100 boats are kept for fishing and boat- 
ing. Further upstream at the Bellows 
Falls station there is another 25-mile 
pond with a similar number of boats, 
although many transient craft are also 
brought here from time to time. 

Some 47 miles up the river is the 
new Wilder station, dedicated in 1950. 
The dam created a pond 46 miles along 
the river. Here the system has made 
its greatest investment in recreational 
facilities for the benefit of the public. 

At the New Hampshire end of the 
dam is the Visitor’s House with ample 
parking facilities. This rustic house 
has proved most interesting to the tens 
of thousands who have stopped in. 
Several picture windows command an 
excellent view of the river, dam, and 
powerhouse. On display is a scale 
model of the Wilder plant together 
with various photographs, charts, 
maps, Indian relics, and historical and 
geological exhibits. This year the com- 
pany plans to add an automatic viewer 
with colored slides showing the visi- 
tors pictures of other system proper- 
ties. At the Visitor’s House there is a 
guide in attendance to answer ques- 
tions and furnish free descriptive liter- 
ature and post cards of the plant. Rest- 
room facilities are provided. 

Just above the house on the New 
Hampshire side of the river are sev- 
eral fireplaces and picnic tables located 
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on quite a beautiful pine-covered 
point. 


N the Vermont side of the Con- 
necticut in a fine pine and white 
birch grove on the shore of the pond, 
the company has provided numerous 
stone fireplaces and rustic picnic tables, 
together with a boat landing, horse- 
shoe pitching courts, running water, 
etc. The picnic areas are open to the 
public without charge ; they are policed 
regularly and firewood is furnished. 
As evidence that these recreational fa- 
cilities are widely appreciated and 
used, nearly 26,000 picnickers enjoyed 
the Wilder groves last year. 

The system’s interest in recreation 
has helped form and encourage local 
groups as the newly organized Wilder 
Lake Association. The major objec- 
tive of the association is “the improve- 
ment and promotion of the water and 
shore lines of Wilder Lake.” 

Another 64 miles up the Connecti- 
cut river from Wilder is the Comer- 
ford station, largest hydroelectric sta- 
tion in New England with a 150,000- 
kilowatt capacity. Although Comer- 
ford is less widely known as a choice 
fishing spot, the reservoir back of the 
huge dam near Littleton, New Hamp- 
shire, and St. Johnsbury, Vermont, 
provides some of the best small-mouth 
bass fishing in the Northeast. Here the 
cool air of this mountain country adds 
to rest and relaxation. 

The sister station to Comerford, 
known as the Littleton development, 
is now under construction eight miles 
upstream. Here another 150,000-kilo- 
watt peaking station and dam will cre- 


ate a pond 11 miles long. During con- 
struction, visitors will be provided 
with a “Roadside Superintendents” 
stand for watching the work. A similar 
viewing stand for amateur engineers 
attracted over 41,000 visitors at 
Wilder during the most active con- 
struction year. 


[I addition to the power which will 
be generated at Littleton, the plant 
will provide an important contribution 
to the recreational opportunities of the 
area. The new reservoir will provide 
boating and fishing, with picnicking 
and hiking over well-marked trails 
after construction is completed. In 
winter, the ski slopes of near-by Can- 
non Mountain, Mount Washington, 
and other peaks in New Hampshire 
and Vermont offer the principal attrac- 
tions in this northern New England 
area. 

The most northerly properties of 
New England Electric System are the 
First and Second Connecticut lakes 
near Pittsburgh, New Hampshire. The 
lakes are favorite fishing grounds for 
those seeking landlocked salmon, 
square-tail and lake trout. Here scores 
of boats put out daily from sports- 
men’s camps for relaxation while 
matching wits with the wily game fish 
in these deep lakes. 

Thus along the Deerfield and Con- 
necticut river valleys, and elsewhere 
along its reservoirs and ponds, New 
England Electric System, while en- 
gaged in producing power, is glad to 
add its bit in helping to make New 
England “The place to work, live, and 
play.” 
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Japan Seeks Dollars for 
Power Expansion 


Part I 


Since VJ-Day, Japan has received major economic assistance 

from the United States for rehabilitation and relief. That coun- 

try’s power facilities are unequal to the needs of the future and 

much of its existing generating and distribution facilities are in 
need of repair and modernization. 


By HERBERT BRATTER* 


EFEATED in war and stripped of 
its empire, overpopulated Japan 


having regained its political in- 
dependence now faces the major prob- 
lem of earning its own way in the 
world ; and it may be noted that in this 
age of international handouts no na- 
tion is more anxious than Japan to do 


this. Following VJ-Day occupied 
Japan received major economic assist- 
ance from the United States for re- 
habilitation and relief. In addition, the 
expenditures of the occupation forces 
in Japan provided important support 
for the Japanese economy. With the 
outbreak of the Korean war Japan’s 


*Economist and business author, resident in 
Washington, D. C. For additional personal 
note, see “Pages with the Editors.” 
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economy received a new stimulus. 
But all these developments together 
have not served to set Japan on its own 
feet in the competitive world of trade. 
The population problem, a pressing one 
before World War II, is greater than 
ever with Japan stripped of its colonies 
and outlets on the Asiatic mainland 
and the numbers at home swollen not 
alone by the repatriated but also by 
the vigorous reproduction rate and 
diminished death rate. This has re- 
flected the health measures of the na- 
tional and occupation authorities. 
Japan must export to live, if it is to 
get off the American dole. If it is to 
export, it must produce more goods. 
And to do this it needs more electric 
energy. 
SEPT. 10, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


Japan’s necessity is reflected in 
the following trade figures: In 1952 
the country exported $1,273,000,000 
and imported $2,029,000,000 of goods, 
leaving an imbalance of $756,000,000. 
At the rate of the first quarter of 1953 
this year’s deficit will be 42 per cent 
greater, or $1,076,000,000. The fig- 
ures point to the obvious need for 
austerity in imports and for much 
larger exports of goods. Japan must 
increase its exports of such things as 
steel products, electrochemicals, etc. 
And to do this it needs more electric 
power. It is electric power—not plant 
capacity, machine tools, or man power 
—that is Japan’s main economic bottle- 
neck. 


, ] ‘HE country’s power facilities are 
unequal to the needs of the present 


and future, while the generating and 
distributing facilities that exist are, for 
various reasons, in need of repair and 


modernization. The accompanying 
table on the age grouping of Japanese 
power plants is illustrative: 


AGE GROUPING OF JAPANESE 
POWER PLANTS 


(In Per Cent of Type Group) 


Hydro Thermal 
Boilers Steam Mach. 


5 7 

Thirty-one to 

forty years .. 21 55 41 
Forty years and 

older 7 8 7 

Source: Ministry of International Trade 
and Industry, “Outline of Electric Power In- 
dustry in Japan,” October, 1952, page 5. 


Age 


Less than ten 


Ever since the war various pro- 
posals have been made for expanding 
the country’s power supply. Among 
the utilities, local governments, indus- 
tries, and other normal generators of 
electric power a competitive spirit has 
prevailed. Everyone concerned has 
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been anxious to draw attention to his 
needs and potentialities and to be in 
on the ground floor when scarce capi- 
tal should be allotted to further power 
development. Thus the plans and esti- 
mates have been constantly changing, 
so that it is difficult for a foreigner to 
follow them or to be sure what is really 
essential and what just padding. 

The postwar period, moreover, has 
been marked by changes in the or- 
ganizational structure of the power 
system. After VJ-Day the occupation 
authorities sought to break up large 
entities in the economic realm, Elec- 
tric power generation had been vir- 
tually a government monopoly during 
the war, even though the form of pri- 
vate ownership of distribution compa- 
nies was tolerated. Since the attain- 
ment of full autonomy following the 
peace treaty, the Japanese government 
has been introducing further changes 
in the setup. To get the best advice 
American consultants have been 
brought in to advise in a variety of 
problems: the modernization of gen- 
erating equipment, the better harness- 
ing of hydroelectric potentialities, the 
appraisal of the power resources, and 
the like. One of these consultants, F. 
Douglas Campbell of The Detroit Edi- 
son Company, early this year, follow- 
ing his return from Japan, summa- 
rized the situation as follows: 


Expansion Plans Inadequate: 
More Data Needed 
— survey shows the extent to 

which present generating fa- 
cilities fall short of meeting peak de- 
mands and energy requirements on the 
basis of unrestricted use of power. It 
also shows that the expansion of fa- 
cilities now under way or decided upon 
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at the time of the survey will just about 
keep pace with the estimated growth in 
unrestricted load so that the power 
deficit for the next few years remains 
about the same. The most serious 
power shortage occurs during the ‘dry’ 
season of the year which is during the 
winter months when the power needs 
are highest. The inability to supply the 
requirements means loss of revenue to 
the power companies and has adverse 
effects upon the nation’s productivity 
and over-all economy. 

“The present construction program 
calls for the addition of about 3,400,- 
000 kilowatts of new generating ca- 
pacity during the next five or six years. 
About one-half of the required equip- 
ment is now on order. It is contem- 
plated that most of the additional 
equipment will be ordered from Japa- 
nese concerns and this will utilize part 
of the open manufacturing capacity. 
The Japanese government has author- 
ized the purchase of some thermal units 
in the United States which are to serve 
as models of modern high-pressure, 
high-temperature equipment. 

“The estimates of Japan’s manufac- 
turing capacity for the production of 
heavy electric power equipment are 
based upon the assumption of an ade- 
quate supply of materials to match the 
full capability of the manufacturing 
facilities. The manufacturers indicate 
that, with the exception of certain al- 
loys which must be imported, they 
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and it may be noted that in 
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have all the necessary kinds of mate- 
rials available. Whether these mate- 
rials are available in sufficient quan- 
tity in Japan to sustain continuous pro- 
duction to the limit of manufacturing 
capacity is a question that requires fur- 
ther investigation. It is apparent, how- 
ever, that the country can produce 
more heavy power equipment than re- 
quired for home use and that Japan is 
therefore in a position to export fairly 
large amounts of such equipment. 
waa gerne requires much more new 
capacity than is represented in 
the present expansion program. Also 
there should be considerably more 
thermal power to firm up the hydro ca- 
pacity now installed and contemplated. 
The argument against increasing the 
proportion of thermal to hydro capac- 
ity is the high cost of coal and a limit 
on the amount said to be available for 
power production. The situation with 
respect to Japan’s coal resources and 
the cost of coal to the power companies 
seems to be confused and it proved im- 
possible for us to obtain dependable 
information in the short time we were 
able to devote to the subject. Factual 
information concerning this matter is, 
in my opinion, essential to a proper 
appraisal of the wisdom of the coun- 
try’s present plans and thinking re- 
garding the development of adequate 
and dependable power. I would recom- 
mend that a special study be under- 





e 


“DEFEATED in war and stripped of its empire, overpopulated 
Japan having regained its political independence now faces 
the major problem of earning its own way in the world; 


this age of international hand- 


outs no nation is more anxious than Japan to do this.” 
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taken to bring out these important 
facts. Another matter which I believe 
requires special study is the matter of 
electric rates. It appears that rates are 
controlled more on the basis of what 
customers are considered to be able to 
pay rather than on actual production 
costs. Thus, it seems that certain seg- 
ments of industry and perhaps other 
consumers are being subsidized at the 
expense of the power companies. The 
complicated rate practice appears to 
influence operations of the power sys- 
tems in such a manner that existing 
generating facilities are not fully uti- 
lized. The whole situation is confusing 
and time did not permit us to delve 
too far into the problem. I believe it is 
essential, however, that some adjust- 
ment of rates be made promptly if the 
power companies are to stay in busi- 


st increase the generation of elec- 
tric power Japan, for topographic 
and other reasons, needs modern equip- 
ment. Despite the country’s ability to 
manu facture electric-generating equip- 
ment, prototype high-efficiency gen- 
erators capable of using Japan’s high- 
cost coal and involving large capital 
outlays are needed. To this end Japan 
has been seeking loans from Washing- 
ton, latterly from the World Bank. 
That institution sent a mission to 
Japan and at this writing has under 
consideration loans for one or more of 
three thermal power projects.” 





1 On June 3, 1953, the World Bank announced 
that it was considering three thermal power 
projects: one for a 66,000-kilowatt unit for 
the Chubu Electric Power Company, another 
for a 75,000-kilowatt unit for the Kyushu Elec- 
tric Power Company, and the third for two 
75,000-kilowatt units for the Kansai Electric 
Power Company, as a possible basis for the 
bank’s initial investment in Japan. 
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Present Problem Has Roots 
In War and Nature 

APAN’S power expansion proble 

has its roots in the needs of the 

large population and the limited re- 

sources with which the country is en- 

dowed. It may be pertinent here to out- 

line the nature of these considerations 

for a better understanding of the pres- 
ent problem. 

As the Orient’s most important in- 
dustrial nation Japan has long relied 
heavily on electric power. Now it does 
so more than ever. During the war the 
coal supply declined and in the end col- 
lapsed. This had a peculiar effect on the 
electric power system, which was based 
on hydro much more than steam plants. 
Output of steam plants having largely 
dropped away by March, 1945, Japan 
sought to compensate for this by draw- 
ing down the inadequate reservoirs to 
the point where they could yield no ad- 
ditional energy. The situation finally 
was stabilized at a low level only by 
an abnormal rainfall and the elimina- 
tion of a considerable part of the de- 
mand for energy. 

The wartime and postwar shortage 
of coal hastened conversion from 
steam to electric power in factory and 
home and caused more intensive utili- 
zation of plant. From 1940-41 to 1951- 
52 power output increased from 34.7 
billion to 47.7 billion kilowatt hours 
and installed capacity from 9,000,000 
to 10,800,000 kilowatts, as coal be- 
came too scarce and too costly to use. 
The wartime and postwar process was 
stimulated by the memory of the 1939- 
40 power shortage and the attendant 
government curtailment of the use of 
power. Indeed, government curtail- 
ment of electric power use in fac- 
tories and homes was again resorted to. 
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F. D. Campbell Comments 


DoucLas CAMPBELL, Detroit Edison Company, coauthor of the 
e first semiannual electric power survey of Japan, calls attention to 





the fact that less than a third of the installed capacity in Japan’s electric 
power systems was thermal in 1932 and that the capability of the ther- 
mal installations was only 68 per cent of the installed capacity (name- 
plate rating) at the December, 1952, peak load. This is because the 
boilers were designed for fairly high-grade coal obtainable before the 
war from Manchuria and elsewhere, as compared with the low-quality 
Japanese coal. 

Similarly, Mr. Campbell places December, 1952, hydro capability at 
only 65 per cent, due to poor water conditions at that time of the year. 
Only about 8 per cent of the hydro capacity is of the storage type. 

Whereas thermal plants represent 32 per cent of installed capacity, 
they supply only about 20 per cent of the annual energy. This is thought 
to be due to a variety of factors not well understood, for which reason 
Mr. Campbell has suggested that a special study be made. 

Mr. Campbell holds the opinion that electric rates in Japan are much 
too low to make the utility business attractive to investors for the financ- 
ing of expansion. But rate increases must overcome opposition from 
industrialists and the general public. 














Bf mountainous nature of the 
Japanese homeland and the in- 
adequacy of the domestic coal supply 
account for the country’s heavy reli- 
ance on hydro facilities. As of March, 
1952, thermal plants had an installed 
capacity of about 4,000,000 kilowatts 
with an output—in 1951—of 10.2 bil- 
lion kilowatt hours. Hydro plants had 
a capacity of 6,800,000 kilowatts and 
in 1951 produced 37.5 billion kilowatt 
hours. 
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Japan has many small rivers and 
most of the hydro stations are small 
stream-flow plants. The largest plant, 
that on the Shinano river, accounts for 
less than 3 per cent of the national 
power output. On the main island, 
Honshu, there is not enough water for 
the hydro plants to supply the needs 
through the dry season without help 
from steam plants. Reservoir construc- 
tion has been retarded both by the con- 
figuration of the land and by the re- 
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luctance to sacrifice arable ground. The 
fear of impounding large amounts of 
water in a country subject to frequent 
earthquakes has been a deterrent. 
Moreover, irrigation has prior rights 
to water. For these reasons the reser- 
voir capacity is limited. The largest 
prewar Japanese hydro plant was 
erected not in the homeland but on the 
Yalu river on the Manchurian border, 
to power large chemical fertilizer 
plants in North Korea. 


b gpensal power system has experi- 
enced many vicissitudes since the 
first electric light companies made their 
appearance in 1882. During the early 
decades expansion was rapid. By the 
1920’s supply exceeded demand and 
competition between companies was 
keen. 

Concentration and amalgamation 
followed and by the 1930's five domi- 
nant companies emerged. Later came 
reorganization and re-reorganization 
under government pressure, which was 
not relaxed until after World War 
II. 

Whereas in 1906 only 9.4 per cent 
of the industrial output was electri- 
fied, by 1929 the figure was almost 89 
per cent; and in the machinery field as 
high as 98 per cent. 

It is worth recalling that much of 
the power expansion of the 1920’s was 
financed with capital borrowed in the 
U.S.A. and Britain. Many of the 
$180,000,000 of bonds sold in Wall 
Street for this purpose are still out- 
standing and being serviced today by 
the Japanese government. 

Japan’s power industry was brought 
under government control in 1937, 
after war with China developed. Soon 
after Pearl Harbor the 70 electric 
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power-distributing companies were 
consolidated into nine companies, the 
better to direct power to war-essential 
uses. 

All energy distributed was sup- 
plied by a single company, the Japan 
Electric Generation & Transmission 
Company, Ltd. Rates charged users 
were held down by official policy. 

The wholesale cost to the distribut- 
ing companies was similarly controlled 



















and the deficit of the Japan Electric ; 
Generation & Transmission Company, § °°" 
Ltd., was made good by the govern. § “° 
ment. Operating under rigid govern- § 
ment control the electric supply com- § 
panies, although private in form, were § ‘° 
to all intents and purposes state agen- di 
cies. : 


After World War II the 1942 de- 
cree was rescinded ; the subsidy to the 
Japan Electric Generation & Trans- 
mission Company, Ltd., was discon- 
tinued ; and the “governmental”’ char- 
acter of the power companies was al- 
most entirely eliminated. 


Effects of Inflation, Low Rates, 
Inadequate Depreciation 


sk E postwar inflation seriously af- 
fected the electric power business. 
Although the nine companies were al- 
lowed some rate increases during the 
period 1945-49, they were not enough 
to keep up with the rising price level. 
For example, between 1934-36 and the 
latter part of 1951 wholesale commod- 
ity prices rose more than 348-fold, 
whereas the average receipt per kilo- 
watt hour sold increased only 144-fold. 
The relative cheapness of electricity 
arising from the foregoing situation 
stimulated the use of electric energy, 
but with adverse effects on the finan- 
cial position of the power industry. 

































That the government held down the 
rates to electric consumers was due to 
a fear that higher rates would add to 
inflation. Control of electric prices, 
moreover, was easy to administer. 










su a . . . 

m4 There was no likelihood of electric en- 
sion @ ergy finding its way into a black mar- 
sers y ket, as was the case with commodities. 





No doubt, too, cheap power stimulated 
industrial production, a gain for the 







yut- ; 
leq & “ation. 
rie When inflation was brought under 





control in 1949 the distributors of 
electric energy were granted a rate in- 







crease. With a view to the ultimate re- 
m- @ (urn of the nine companies to a fully 
te | competitive condition more regional 
n- differences in rates were allowed. Also 





discounts for good power-factor de- 
mand and high load-factor demand 
were introduced. 







_ to 1947 the electric power in- 
dustry was handicapped, not only 
by the relatively low rates, but also by 
inadequate depreciation provisions for 
operating assets, depreciation being 
calculated on the basis of prewar book 
values. 

It was therefore impossible, out 
of the limited earnings, to keep over- 
worked and old facilities in adequate 
repair. Breakdowns were frequent. In 
1947, however, the Reconversion Fi- 
nance Bank started making loans for 
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LONG-TERM DEBT STRUCTURE OF ELECTRIC POWER INDUSTRY 
IN SELECTED POSTWAR YEARS 
(In Per Cent of Total) 
Japan Electric Generation & 
Transmission Compan 





*Discrepancy in summation unexplained in source. 
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the repair and improvement of power 
facilities. Commercial banks also were 
required to make preferential loans to 
electric power companies. Consequent- 
ly, the supply of electricity improved. 


Bier industry obtained additional 
relief on the score of taxes through 
revaluation of fixed assets whose book 
value had been left far behind by the 
inflation of the currency and price 
level. Its troubles were not over, how- 
ever. With the country still under the 
occupation, the power industry was 
again reorganized with the promulga- 
tion of the decartelization program. A 
separate electric power industry reor- 
ganization law was announced in late 
1950 and under it in May, 1951, nine 
new power companies were created, 
these being both generating and dis- 
tributing enterprises. The equipment 
of the Japan Electric Generation & 
Transmission Company was divided 
among them. 

Still the position of the industry re- 
mained precarious. With the 1951 re- 
organization of the industry a 64 per 
cent rate increase went into effect, but 
the abnormally dry summer made the 
year a financially unprofitable one for 
the companies. Moreover, the general 
price level rose. As a result of these 
factors five of the nine companies 
showed losses, one broke even, and 


Nine Power Dis- 
tribution Companies 


Year Debentures Long-term Loans Debentures Long-term Loans 
_ Peewee 72 28 85 15 
SR te eee 13 87 22 77* 
Eee 18 82 27 73 


SEPT. 10, 1953 









PUBLIC UTILITIES FORTNIGHTLY 


three, although recording profits, de- 
ferred dividends. Thus the profitability 
of the industry continued at the mercy 
of natural forces. 


HE new Electric Power Develop- 

ment Company, established in 
September, 1952, under the law of 
July 31, 1952, handles all power de- 
velopment projects beyond the capa- 
bilities of the nine companies. When 
the new facilities are completed they 
may be turned over to the individual 
companies. 

The new company, according to 
press reports, was to be financed with 
government and private capital. How- 
ever, the participation of private capi- 
tal appears to be only nominal. Of the 
100 billion yen contemplated to be 
spent by the Electric Power Develop- 
ment Company, the nine companies are 
supposed to subscribe 500,000,000 yen, 
but up to this writing they have actual- 
ly subscribed only 50,000,000 yen. The 
government up to now has put up 5 
billion yen but in the 1953-54 fiscal 
year is to subscribe another 20 billion 
yen. 

Whether the nine companies will 
be able materially to increase their sub- 
scription during the same fiscal year 
remains to be seen. 

Initially, the enterprise was expected 
to finance six projects aggregating 
about 742,000 kilowatts, two projects 
being in Hokkaido and the rest in Hon- 
shu, the main island. 


Inflation Puts Government 
Into Business 


ie times of inflation not only money 
but bonds, which are promises to 
pay money in the future, lose value 
Since the war and postwar witnessed 
drastic shrinkage in the purchasing 
power of the yen it is not surprising to 
find that the prewar financing of the 
industry through long-term bond is- 
sues has greatly diminished as a source 
of capital. Instead of selling fixed-in- 
terest obligations to the general pub- 
lic the industry had to borrow long- 
term money from the government and 
obtain use of U. S.-aid counterpart 
funds. This trend was very marked 
during the first postwar years, al- 
though some amelioration has been 
noted since 1948. The statistics on 
page 365 from the Mitsubishi Monthly 
Circular of May, 1952, tell the story. 

Loans of the Reconversion Finance 
Bank were suspended in March, 1949. 
At that time 17 per cent of its loans, 
or 22.4 billion yen, had been made to 
the power industry. This represented 
some 53 per cent of the power indus- 
try’s outside capital. Where the bank 
left off, U. S.-aid counterpart funds 
took over. By the end of September, 
1951, counterpart-fund loans for pow- 
er development to six companies 
reached 20.3 billion yen and comprised 
44 per cent of their long-term debt and 
34 per cent of their outside capital. 
The Development Bank has since taken 
over this function. 


Part II of this article will appear in the next issue of the ForRTNIGHTLY. 
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OUT OF 
THE MAILBAG 


Obsolescent Standards 


_preegy like Mr. Lang (PUF July 16th), 
I either did not understand or did not agree 
with all that Mr. Steinberger said (PUF, May 
2st), but to even things up, I do not agree 
fully with Mr. Lang. 

The rapid decline of the dollar which began 
potentially in 1942, but became manifest in 1946 
with the release of artificial controls, is un- 
precedented and is all the more serious because, 
toa greater extent than any prior inflation, it 
operates in a more highly developed, intricate, 
and delicately balanced economy. 

If depreciation accounting had never been 
heard of before, but had been thought up and 
adopted in the postwar years, I am sure it 
never would have been formulated on the basis 
of returning to the investor dedicating prop- 
erty to public service only the number of dol- 
lars invested, each, however, having only the 
purchasing power of the 1946-53 period. It 
would have appeared senseless. Why some 
tolerate it and others eagerly defend it is that 
they have grown used to it and it applies to a 
process that they cannot see in its slow but 
steady erosive and corrosive action. 

Nobody would think of quoting Julius Caesar 
as an authority on automobiles, but they do 
quote and swear by Judge Brandeis on proper 
depreciation practice, though he had no closer 
knowledge of the recent dollar debility. 

I would like to have Mr. Lang tell us what 

he does about fire insurance on his house. Does 
he contract for indemnity only for the quantity 
of dollars he invested but having the quality of 
1953 dollars, or does he contract for enough 
1953 dollars to replace the property (that is the 
usual 80 per cent or better) ? 
_ The principles are somewhat the same; in 
fact, both loss by fire and loss by depreciation 
are largely due to oxidation, though much 
faster and more dramatic in one instance than 
the other. Fire loss is too apparent to escape 
anyone’s apprehension, but we are likely not 
to be so careful about a process we cannot see 
and which may not complete its work until long 
after we are dead. So, there are some psy- 
chologic factors involved. 


Me LANG suggests that it would be quite 
unreasonable to require a mortgage debt 
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to be repaid in present-day dollars by increas- 
ing the number of dollars to compensate for 
the debility of each dollar. But that statement 
only shows that he is suffering from a slight 
hypnosis and, like many others, refuses to be- 
lieve the bad news about the dollar, or else 
hopes that it will recover some or all of its 
former vigor. If the dollar continues to 
languish, smart people will begin to do exactly 
what Mr. Lang suggests. 

Indeed, before the New Deal and Fair Deal 
corrupted our judgment and even our morals, 
not only mortgage bonds but unsecured bonds 
and notes of all kinds, commonly covenanted 
for repayment not only in gold coin but gold 
coin of the same weight and fineness as that of 
the time of the loan. It may not have been en- 
tirely effective but it showed an honest en- 
deavor to equalize the money returned with that 
loaned. But now a generation is growing up 
which never saw gold coin and would not un- 
derstand the term “double eagle”! Many were 
so entranced by magic prosperity, synthetic 
well-being, and comforts to be paid for by 
posterity that even yet it is difficult to get peo- 
ple to look at any problem realistically. 

—HeEnry W. Cor, 
General counsel, California 
Electric Power Company, 

Riverside, California. 


¥ 
Equity Annuities Defended 


AX president of a recently formed consulting 
firm which specializes in balanced retire- 
ment programs, I would like to answer the 
criticisms of equity annuities which George 
Jackson Eder made in Pusiic Utiiittes Fort- 
NIGHTLY for July 2, 1953. 

Mr. Eder’s first objection to balanced re- 
tirement programs, consisting of a dollar an- 
nuity and an equity annuity, is that income 
which would fluctuate from month to month is 
not suitable to meet the living expenses of re- 
tired people which include a number of items 
which are fixed in terms of dollars. 

Actually, the budget of elderly, retired peo- 
ple includes a comparatively low proportion of 
fixed-dollar items. A mortgage is likely to be 
paid off ; the need for life insurance is less than 
when the children were young; no savings pro- 
gram is required for the children’s education; 


SEPT. 10, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


there are fewer instalment purchases of house- 
hold equipment, automobiles, and so forth. 

In any event, it is likely that the budget items 
which are fixed in terms of dollars will be well 
within the money available to an elderly couple 
through Social Security and the fixed-dollar 
portion of a balanced retirement program. 

An unusually large proportion of an elderly 
couple’s budget goes for food and service, items 
which fluctuate widely in cost. The cost of liv- 
ing nearly doubled between 1940 and 1952. An 
elderly couple living on a fixed-dollar income 
could not effectively counter such fluctuation 
in the cost of living by Mr. Eder’s suggested 
expedient of wearing the suit or the pair of 
shoes another year. 

Furthermore, the frequency and the scope 
of fluctuation in income provided by the 
equity annuity are less than Mr. Eder’s com- 
ments would suggest. Ordinarily, an equity an- 
nuity program is set up so that the amount of 
annuity income is changed only once a year, 
and it does not decline as ranidly, even in times 
of financial distress, as Mr. Eder suggests when 
he says that, “The income on many of these 
stocks would have been nil . . .” making it neces- 
sary for the employer to justify “. . . cuts of 
up to 50 per cent in pension payments.” 

The income from an equity annuity plan is 
determined by market value of the stocks, as 
well as by the dividends received on the fund. 

In no year since 1880 would the reduction in 
the income from a balanced retirement program 
(half of the expected retirement income, or 
half the contributions, in a dollar annuity and 
the other half in an equity annuity) have ap- 
proached the 50 per cent reduction suggested 
by Mr. Eder. Only once during this period 
would the cumulative reduction in several suc- 
cessive years have equaled 50 ner cent. and that 
was in the period 1929-32. The decline from 
1929 to 1932 would have been severe in terms 
of 1929 dollar income. However, it was much 
less severe in terms of purchasing power,! and 
purchasing power is more important than dol- 
lars. Furthermore, the dollar income provided 
by a balanced retirement program, for an em- 
ployee who had been in it for some considerable 
period of time, would have compared favorably 
even in 1932 with the dollar income provided by 
a program wholly in dollar annuities.2 


r. Eper’s second point is that a benefit 

formula giving greater weight to the lat- 
ter part of an employee’s active working pe- 
riod is a sounder solution than a balanced re- 
tirement program to protect the employee 
against increases in the cost of living. 


1“A New Approach to Retirement Income,” 
William C. Greenough, published by Teachers’ 
Insurance & Annuity Association (50 cents), 
522 Fifth avenue, New York 36, New York. 

2“A Balanced Retirement Program,” pub- 
lished by Equity Benefit Plans, Inc. Post Of- 
fice Box 497, Summit, New Jersey. Copies avail- 
able on request. 
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The basic difficulty with this suggestion js 
that it gives the employee no protection what. 
soever against changes in the cost of living 
which occur after his retirement, which is the 
very time he is least able to protect himself 
While he is working, changes in wage and 
salary levels will probably give him protection 
against changes in the cost of living. Mr. Eder’; 
proposal would deny him any protection from 
inflation occurring during the critical retire. 
ment period. 

Furthermore, another difficulty with Mr. 
Eder’s suggestion that retirement income accrue 
after age sixty at a rate three times as great 
as that prior to age fifty is that this would put 
a heavy funding burden on the employer. A 
given amount of retirement income, beginning 
at age sixty-five, costs over twice as much at 
age sixty-one as it does at age forty. Even if 
there were no salary changes between age forty 
and age sixty-one, Mr. Eder’s proposal would 
make the employer’s cost for an employee at 
the latter age six times what it was at the 
former age. Implicit in the proposal, however, 
is the belief that salaries will increase. So far 
as orderly funding by the employer is con- 
cerned, Mr. Eder’s proposal would have very 
little advantage over an out and out final earn- 
ings formula. 

Most of the contribution for an employee 
would be made in his years shortly before re- 
tirement. The most important tax advantage 
of a funded plan is that the investment income 
on the fund is wholly tax exempt. This advan- 
tage is minimized when most of the contribu- 
tions for an employee are postponed until a 
short time before retirement. 


M®* Eper’s third point is that the place for 
common stocks is in a § 165 trust to cre- 
ate a principal sum for the employee. This sug- 
gestion of Mr. Eder’s and an equity annuity 
plan are the same, in that both combine the 
advantages of common stock investment and 
the income tax exemption of Internal Revenue 
Code § 165. The only difference is that Mr. 
Eder would create a principal sum for the em- 
ployee, and the equity annuity would apply all 

of the fund to create retirement income. .. . 
The equity annuity plan has another advan- 
tage over a common stock fund set up to de- 
liver a principal sum at retirement. An employee 
participating in an equity annuity plan who 
reaches retirement when the market is down— 
in 1932 for example—would have only a rela- 
tively small part of his common stock fund 
cashed in and paid out to him that year. The 
remainder would be held to give him the ad- 
vantage of subsequent market appreciation. An 
equity annuity plan is conservative and non- 
speculative in that no large portion of the em- 
ployee’s common stock money is put into the 
market for him, or taken out for him, at any 

one time. ... 

—Curtis R. HENDERSON, 
President, Equity Benefit Plans, 

Inc., Summit, New Jersey. 
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Washington and the digs 
Uulities 


Reaction to Power Policy 


1. middle-of-the-road reaction to 
the Interior Department’s new pol- 
icy on natural resource development was 
on the whole quite favorable, surprisingly 
so considering some of the sources, (The 
text of the department’s policy pro- 
nouncements appears in “What Others 
Think” on page 384.) 

It was only to be expected, of course, 
that public power enthusiasts, who have 
long been hostile to the Eisenhower 
administration’s attitude on public power 
development, should condemn this as a 
cold surrender. In this category might 
be placed the Americans for Democratic 
Action, the CIO Political Action Com- 
mittee, the National Rural Electric Co- 
operative Association. Partisan com- 
mentators and columnists, such as Lowell 
Mellett and Thomas L. Stokes, took a 
similar line, On the other hand, the In- 
terior Department’s statement was coolly 
received in some conservative quarters as 
reflected in the editorial of The Wall 
Street Journal, which said “when it comes 
to tell how the Truman policy is to be 
changed, the document becomes obscure 
and parts of it are expressed in loose 
generalizations which must evoke the 
admiration of devoted New Dealers.” 

But even though such criticism from 
left and right wings tends to cancel each 
other out to some extent, the over-all 
favorable response even from some usu- 
ally propublic ownership journals should 
be reassuring to the administration. 

_ The statement said nothing about sell- 
ing any Federal power project. On 
the contrary it put the Eisenhower ad- 
ministration on record for continuing the 
construction of large and complicated 
multipurpose projects. The chief signifi- 


369 


i A ~ 














cance of the statement lies in its shift of 
emphasis from Federal to state and pri- 
vate initiative. The department now 
looks to the states and local communities 
and to private enterprise to initiate pow- 
er projects, except in the case of ex- 
traordinary multipurpose projects pre- 
viously mentioned. Instead of staking off 
streams or valleys as exclusive Federal 
domain for the development of power 
and other resources, the new policy wel- 
comes local power enterprises whether 
public or private. 


ore reaction to this was seen 
in the editorial published in The 
Washington Post—a strong advocate of 
Tennessee Valley Authority and one 
which has been frequently critical of the 
Eisenhower administration policies. The 
Post editorial said in part: 


As a practical matter, the govern- 
ment must restrict its investment in 
power projects at a time when defense 
requirements are immense and the 
budget is out of balance. It can afford 
to undertake only projects that are di- 
rectly related to the national interest 
in the larger sense of the word, In these 
circumstances it should certainly not 
stand in the way of local or regional 
efforts to develop power resources 
under reasonable controls. 

In the sale of Federal power, pref- 
erence will be given, as at present, to 
municipalities and co-operatives. As- 
surance is also given that domestic 
and rural customers will, in the future, 
be taken care of ahead of industry, 
except where national defense produc- 
tion is involved. What the effect on 
rates will be remains to be seen. The 
department will control some private 
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resale rates. In the case of certain irri- 
gation projects it will no longer forget 
interest on the invested capital in cal- 
culating rates. On the other hand, it 
will keep the cost of power down by 
building its own transmission lines 
unless private or local public lines can 
deliver power to “load centers” at rea- 
sonable costs. 

Politically the new policy is bound to 
stir an adverse reaction among be- 
lievers in cheap public power—particu- 
larly in the West. The test of how well 
the public interest will be served will 
lie, of course, in application of the pol- 
icy to specific projects in the years 
ahead. The department has left itself 
a wide margin of flexibility, If the 
policy is wisely applied, its emphasis 
on local initiative and the elimination 
of subsidies will be all to the good. De- 
sirable as cheap power is, the con- 
sumers ought to bear the full cost of 


supplying it. 


N a somewhat similar category was the 
editorial published in the New York 
Herald Tribune, Speaking about the al- 
tered direction of the Eisenhower ad- 
ministration with respect to power pol- 
icy, the Tribune editorial stated: 


Since the Eisenhower administration 
came to Washington there has been a 
steady shift in political emphasis and 
philosophy. The process has been less 
one of abrupt change than of a fresh 
direction given to existing undertak- 
ings. New men, animated by new val- 
ues and guided by sane policies from 
above, have taken the business of the 
national government in hand, bringing 
it constantly closer to the standards 
which have been the traditional source 
of our country’s strength. The restate- 
ment of policy on power is important 
not only in its own field but as an indi- 
cation of the way the wind is blowing 
throughout the wide range of govern- 
ment. 

The “middle-of-the-road” policy is de- 
signed to encourage other non-Federal 
public agencies and private utilities to 
construct new facilities. The Federal gov- 
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ernment “isn’t big enough to produce” 
sufficient power for the nation’s needs, 
said Under Secretary of Interior Ralph 
A. Tudor, The new tack in Interior’s 
policy is based on the assumption that 
Interior has no “exclusive right” for dam 
construction. In general, it will not op- 
pose construction of hydro plants which 
local public or private interests “are will- 
ing and able to provide.” The department 
will build only “economically feasible and 
necessary” transmission lines, No resale 
rate controls will be imposed by the de- 
partment in contracts with public agen- 
cies or co-ops. In other contracts resale 
will be prohibited unless the purchaser 
is a public utility chiefly serving domestic 
and rural customers. 


—— an immense Federal organ- 
ization down in the local community 
is not “the most efficient way of doing 
business,” said Assistant Secretary of 
Interior Fred G. Aandahl, who also 
helped explain the new policy statement 
at the press conference. “We should get 
cheaper power if it is handled locally,” 
he added. At the same time, notice that 
the Federal government may have to in- 
crease its rates was seen in Tudor’s re- 
mark that “we cannot continue to get 
power as cheaply as in the past because 
construction costs have gone up.” While 
the new program is admittedly designed 
to “reverse the trend” of previous ad- 
ministrations, Tudor made it clear that 
Interior is going ahead with a $174,000,- 
000 construction schedule authorized by 
Congress for the current fiscal year, of 
which $63,400,000 will go for power proj- 
ects. These are projects to which the 
Federal government is already committed 
by earlier administrations. 


* 


SEC Easing Up on 
Security Bids? 


HE Securities and Exchange Com- 
mission has thrown out some dig- 
nified hints that it might “under special 
circumstances” ease up on its strict com- 
petitive requirements. This was seen in 
the action of the commission in granting 
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a request from Indiana & Michigan Elec- 
tric Company, an American Gas & Elec- 
tric Corporation subsidiary, to “explore 
the possibilities of a negotiated sale” of 
from $5,000,000 to $7,000,000 of pre- 
ferred stock, The company is floating 
the stock issue and selling $15,000,000 
in bonds to finance a construction pro- 
gram. The bonds will be offered for sale 
under competitive bidding. 

SEC took notice of the fact that the 
sales contemplated were under state com- 
mission regulation, both in Indiana and 
Michigan. It also noted that the proposed 
sale is “solely for the purpose of financ- 
ing the business” of the company and 
thus is entitled to exemption from the 
Public Utility Holding Company Act. 
SEC gave consideration to the fact that 
a preferred stock issue was involved as 
well as to “certain recent experiences 
with security offerings at competitive 
bidding.” The commission stated that “if 
upon the basis of such explorations the 
company seeks an exemption from com- 
petitive bidding on the preferred stock, 
the commission will then consider wheth- 
er the company has made a showing of 
special circumstances which would en- 
title it to such exemption.” 

The move is not to be interpreted as a 
general abandonment by SEC of its 
“competitive bidding” requirements. On 
the contrary, it is regarded by Washing- 
ton observers as a liberalization under 
special circumstances which it is believed 
may justify an exemption in the view 
of the commission, 


> 


FPC Gas Items 


“oor the order granting the 
United Gas Fuel Company a $10,- 
000,000 rate increase with a 6} per cent 
return was obviously not designated as 
the pattern of a future general policy by 
the Federal Power Commission, the nat- 
ural gas industry has nevertheless taken 
it as a hopeful sign, (Previously noted in 
Pustic Utitities ForRTNIGHTLY, issue 
of August 27, 1953, on page 312.) This 
reaction probably comes as a form of 
contrast with the gloom which was spread 
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over the natural gas companies over a 
year ago by the FPC rate orders in the 
Northern Natural Gas Company and 
Colorado Interstate Gas Company cases 
—both of which were based on 5} per 
cent strict cost-of-capital return. As a 
matter of fact, the majority opinion in 
the United Fuel Gas Company Case com- 
mented on the special circumstances pre- 
vailing in the Columbia Gas System as 
justifying the 6} per cent return allowed. 

The two new appointees to the FPC 
did not take part in the United Fuel Gas 
decision. But there is some speculation 
that future participation of these new 
appointees—Chairman Kuykendall and 
Commissioner Digby—will tend to aug- 
ment the more liberal viewpoints ex- 
pressed in the majority opinion by Com- 
missioners Nelson Lee Smith and Claude 
Draper. The dissenting opinion by Com- 
missioner Doty was also revealing, He 
felt that 6 per cent return would be suffi- 
cient and “not based primarily on the 
so-called bare-bones cost of money to the 
Columbia system.” This comment would 
indicate that even Doty is prepared to 
abandon strict (54 per cent) cost of capi- 
tal as the exclusive measure of the rate 
of return. 


PC has finally given the “go-ahead” 
signal to two natural gas companies 
to split the New England market. This 
recent FPC decision, ending a 4-year 
contest between Algonquin Gas Trans- 
mission Company and Northeastern Gas 
Transmission Company, generally fol- 
lows lines agreed to by the companies a 
month ago, Under the settlement Algon- 
quin will serve markets in New Jersey, 
Rhode Island, and parts of Connecticut 
and Massachusetts; Northeastern will 
serve customers in Maine, New Hamp- 
shire, and parts of Connecticut and 
Massachusetts. Algonquin’s wholesale 
supplier and part owner is Texas Eastern 
Transmission Corporation; Northeast- 
ern’s parent is Tennessee Gas Transmis- 
sion Company. Northeastern sought to 
serve the entire area and contested the 
award of an FPC certificate to Algonquin 
to serve the southern portion of the 
region. 
SEPT. 10, 1953 





Exchange Calls 
And Gossip 


House Committee Hears Tax 
Complaints 


HE House Ways and Means Com- 

mittee spent the better part of a 
warm August listening to even warmer 
criticism from telephone industry spokes- 
men of the discriminatory tax treatment 
against telephone users. The committee 
held extraordinary night sessions during 
the month in an effort to complete its 
record for amendments to the tax law 
to be submitted to the next session of 
Congress. 

Mark R. Sullivan, president of Pacific 
Telephone & Telegraph Company, told 
the committee that excise taxes on tele- 
phone service are “unreasonably high 
and burdensome” to the telephone users. 
Making it clear that, since the tax is paid 
by the telephone customers any reduction 
made would accrue directly and imme- 
diately to telephone users, and not to the 
telephone companies, Sullivan empha- 
sized that 


Telephone service is a necessity to 
our modern way of life, yet it bears an 
unreasonably high and burdensome 
Federal excise tax. Of the four essen- 
tial household utility services—water, 
gas, electricity, and telephone — only 
telephone service is subject to any 
Federal excise tax. The objectionable 
discriminatory aspects of telephone 
excises are more sharply revealed in 
light of the fact that they are at a high- 
er level even than those imposed on 
most luxuries. The present Federal 
excise tax rates were enacted under 
conditions which no longer prevail and 
should not be continued under present 
conditions. 


Sullivan noted that state regulatory 
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bodies have taken a strong stand against 
the imposition of the high telephone 
excise taxes. The National Associa- 
tion of Railroad and Utilities Commis- 
sioners recently passed a resolution cit- 
ing objections, as have various state reg- 
ulatory groups. Sullivan also referred to 
independent polls made by the American 
Institute of Public Opinion and Opinion 
Research Corporation on over-all tax 
questions which not only indicated pub- 
lic dissatisfaction with the telephone tax 
but ranked it at the top of the list of those 
most disliked. 


ore for the independent tele- 
phone industry, Samuel F. Nixon, 
president of the Chautauqua & Erie Tele- 
phone Corporation of Westfield, New 
York, stressed the high level of the tax 
for both long-distance toll calls and local 
exchange service. Since the tax must be 
paid by the subscriber, this tends to dry 
up the capital market, shrinking the cus- 
tomer’s spendable dollar. 

Industry arguments against the excise 
tax got strong support from the CIO 
Communications Workers of America. 
Mrs. Sylvia B. Gottlieb, representing the 
union, said these taxes are “becoming 
unwarranted and economically unsound 
deterrents to telephone use. We are con- 
cerned,” she declared, “about present and 
future effects of these taxes on the use of 
telephone facilities and hence upon em- 
ployment opportunities in the industry.” 

Mrs. Gottlieb agreed with the best- 
known arguments against the tax but 
added that even these arguments fail to 
reach the heart of the problem, because 
“they fail to examine the basic question 
of whether or not telephone excise taxes, 
in themselves, are good taxes, That is, are 
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they socially and economically desirable 
and necessary.” Revenue lost through 
dimination of these taxes could be made 
up in many different ways, Mrs. Gottlieb 
asserted. In listing proper standards for 
, sound tax, she said such a tax should 
not imperil business opportunities or em- 
ployment, nor should it single out and 
discourage social and economically desir- 
able services or activities. A sound tax 
should not be a sales tax on a selected 
commodity unless it is socially and eco- 
nomically desirable to discourage use of 
that commodity. It should not impose 
upon any particular group a dispropor- 
tionate share of the tax burden. Finally, 
she continued, “ability to pay” should be 
a consideration. 

The telephone sales tax meets none of 
the above standards of a good tax, Mrs. 
Gottlieb testified. “It is a bad tax be- 
cause it is a sales tax on a necessitous 
commodity. However, its most serious 
deficiency is couched in the effect it has 
had and will have on telephone usage and 
hence telephone employment during pe- 
riods when it is desirable to increase gen- 
eral business activity and employment 
opportunities,” she said, 


HE telephone excise tax was by no 

means the only item industry repre- 
sentatives had on their minds in giving 
testimony before the House committee. 
Russell E. Driver, vice president of 
Michigan Bell Telephone Company, dis- 
cussed what he called a defect in the Fed- 
eral tax laws and regulations relating to 
the allowance for depreciation—a defect 
which has become apparent as a result 
of the severe inflation since World War 
II, It results in an understatement of the 
allowance for depreciation and an unfair 
tax, Driver stated. 

“An income tax operates fairly only if 
the tax is imposed on the balance of rev- 
enues that remains after all costs of op- 
eration are met. If, therefore, for tax 
purposes a part of the cost of operating 
a business is not allowed as a deduction, 
the amount of the tax which results from 
this will be an income tax on a nonexist- 
ent income, The economic consequence 
may well be an expropriation of a part of 
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the capital invested in the business,” 
Driver said. 

The impact of this depreciation prob- 
lem on the regulated companies has been 
particularly severe, Driver told the com- 
mittee. For all utilities, depreciation is a 
very significant part of the cost of doing 
business, he pointed out, because utilities 
necessarily have a large part of their in- 
vestment in long-lived assets. Driver 
cited as typical of telephone companies 
the fact that more than 90 per cent of the 
assets of Michigan Bell consist of depre- 
ciating property, largely long-lived prop- 
erty. Furthermore, he continued, under 
regulation utilities do not have the free- 
dom to increase their prices the way un- 
regulated businesses have in order to 
cope with this problem. 

“Unregulated companies very largely 
have been able to protect themselves 
from the impact of inflation through re- 
pricing their products and services,” 
Driver explained. “As a result the earn- 
ings of these companies generally have 
been high enough after taxes to pay divi- 
dends and to permit the retention in the 
business of sums sufficiently large to pro- 
vide for replacements, and often sufficient 
to provide for growth. This has been pos- 
sible because economic forces operating 
in a free market realistically and prop- 
erly require that today’s costs, not those 
of earlier years, shall be controlling.” 

Driver urged Congress to approve a 
more realistic treatment of depreciation 
for tax purposes with a view to eliminat- 
ing the serious inequity existing under 
present tax laws. Specifically, he recom- 
mended that the Internal Revenue Code 
be revised to provide that the basis for 
computing depreciation allowances shall 
be adjusted to give effect to changes in 
the purchasing power of the dollar, 


|. eo illustration of the kind of 
problem facing utilities with re- 
spect to depreciation was provided in the 
testimony of R. A. Lumpkin, president 
of the Illinois Consolidated Telephone 
Company. He took as an example the 
current replacement of a typical item of 
telephone plant, lead-covered cable, the 
material cost of which was approximate- 
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ly $1,000 per mile when placed in serv- 
ice some twenty years ago. Obviously, 
under present methods and allowances, 
the depreciation reserve for that portion 
of the plant cannot exceed $1,000, al- 
though the bare material cost of like cable 
has risen to over $2,500 per mile. 

“The replacement of a $1,000 cable 
with a like cable costing $2,500 adds 
nothing to the capacity of our plant,” 
Lumpkin continued. “Nor will it add to 
the quantity or quality of our present 
service. Its sole purpose is to provide 
continued service of the present grade to 
the same number of patrons served by 
the old cable. But our obligation as a 
public utility makes its replacement un- 
avoidable. An investment in new cable, 
two and one-half times the cost of our 
original installation, is necessary for no 
other purpose than to maintain the serv- 
ice value of our plant. The $1,000 in our 
depreciation reserve is not adequate for 
the replacement; what is needed is $1,- 
500 more than we have been able to ac- 
cumulate in the reserve. The additional 
$1,500 is certainly a cost of doing busi- 
ness; it is even more than that: It is a 
cost of staying in business.” 

With service demands at an all-time 
high and the need for additional plant and 
equipment greater than ever before, 
financing is obviously the major problem 
of all telephone companies today, Lump- 
kin stated, particularly in the case of the 
small independent company, whose 
source of capital is often limited to in- 
vestors within the area it serves. The 
depreciation problem merely adds to the 
difficulties experienced by the small 
companies in obtaining capital. 


N summarizing his testimony, Lump- 
kin told the committee that account- 
ing for depreciation based on original 


cost, during periods of substantial 
changes in price levels, is inadequate for 
the true determination of income because 
it understates expense from the economic 
viewpoint, resulting in an overstatement 
of real income. Taxes collected on in- 
come so determined are in effect capital 
levies, Lumpkin said, since the final re- 
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sult is a loss of real capital when me; 
ured in terms of the investors’ equity, 

Lumpkin said depreciation allowancg 
for all public utilities should permit 
recovery, free from taxation, of the { 
economic or service value of all play 
consumed. Without adequate recogni 
tion of this principle, he concluded 
utilities requiring capital for either pur 
pose of replacement or additional play 
capacity will encounter almost insur 
mountable difficulty marketing their s 
curities in competition with other capital 
seeking business enterprises, 


* 


Arizona Commission Fines 
Utility 

TT Arizona Corporation Commi 

sion has assessed a $500 fine on ong 
northeastern Arizona telephone com 
pany and ordered another to reduce its 
rates. Wilson T. Wright, commissiog 
chairman, said the commission’s decisio 
to assess a $500 penalty on the Navajo 
Apache Telephone Company for failure 
to improve service was unanimous, Thé 
company was directed to make improve 
ments within the next twelve months 
including the addition of telephone cir 
cuits and extension of existing facilities 
in the communities served. 

* 


Porter Named to ODM 


Wasuinecrton, D. C., attorney, Wil- 

liam A. Porter, has been appointed 
assistant director for telecommunications 
in the Office of Defense Mobilization. 
According to ODM Director Flemming, 
Porter “will be responsible for co-ordi- 
nating in the executive branch of the 
government the development of tele- 
communications policies . . . plans, and 
programs designed to insure maximum 
security to the United States in time o 
national emergency.” He is expected to 
figure in present discussions regarding 
the extent to which the government 
should construct, own, or operate radio, 
telephone, and other facilities in foreign 
countries for propaganda or espionage 


purposes. 


374 








“iinancial News 
and Comment 


By OWEN ELY 


Can the Double Tax on 
Dividends Be Eliminated? 


[' appears likely that, in connection 
with the general overhauling of the 
Federal income tax law scheduled for 
next year, a number of changes affect- 
ing the utility companies (together with 
other corporations) may be considered. 
Early this year President A. F. Tegen 
of General Public Utilities submitted 
some suggestions on improvements in the 
internal revenue laws and their adminis- 
tration to the Joint Committee on 
Internal Revenue, which were sum- 
marized as follows: 

(1) Modification of Existing Double 
Taxation of Corporate Earnings. In 
order to mitigate the unfairness of the 
present system of taxing corporate earn- 
ings both to the corporation and, on dis- 
tribution as dividends, to the stockholder, 
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he recommended that in computing net 
income corporations be allowed a deduc- 
tion of 20 per cent of the dividends paid, 
and that individual stockholders be 
allowed a credit against tax to the extent 
of 20 per cent of the dividends they re- 
ceive. Under this proposal, there would 
be added to the income of individual 
stockholders amounts equal to the credit 
against tax thus allowed. 

(2) Deduction of Intercorporate Div- 
idends from Gross Income and Removal 
of Penalty on Filing Consolidated Re- 
turns. Intercorporate dividends should 
be excluded completely from taxable in- 
come, except to the extent that a deduc- 
tion for such dividends paid may be 
granted to the payer corporation; and 
the 2 per cent surtax penalty on filing 
consolidated returns should be repealed. 
(3 AmorTIzATION of Discount and 

Expense Incurred by Public Util- 
ity Companies in Issuing Stock. Dis- 
count and expense incurred by public 
utility companies in issuing stock should 
be allowed as a deduction, amortized over 
a period of thirty years. 

(4) Credit for Taxes Paid to a For- 
eign Government. Taxes imposed by 
foreign governments on the conversion 
of foreign currency into dollars or on 
the withdrawal of interest or dividends 
from the foreign country should be 
credited against United States income 


ax. 
(5) Exclusion from Employees’ In- 
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come of Premiums Paid by Employers 
on Life Insurance Policies and Payments 
Made under Employee Health and Non- 
occupational Disability Plans. Premiums 
paid by employers on life insurance poli- 
cies, whether group or ordinary life and 
whether with or without surrender or 
cash value, should be excluded from the 
gross income of employees if such 
premium payments satisfy the nondis- 
crimination requirements governing the 
qualification of pension plans. Payments 
made by employers under nonoccupa- 
tional health and disability plans should 
be excluded from income of employees. 

Mr. Tegen also suggested that the ex- 
cess profits tax should be modified so 
as to make it inapplicable to regulated 
utility companies. However, it seems to 
be generally agreed that EPT will be 
allowed to expire at the end of this year. 


HE first suggestion, modification of 

double taxation of dividends, repre- 
sents an unfair discrimination against 
the corporate form of business enterprise, 
Mr, Tegen pointed out. Individual pro- 
prietorships, partnership, and trusts pay 
only a single tax on their net income, but 
corporations and their stockholders are 
singled out to pay a double tax load. Mr. 
Tegen stated that 


. . the existing double tax system 
imperils the vital market for new 
securities. Both the ability and will- 
ingness of individual investors to put 
up risk capital are decreased. The 
magnitude of the double tax burden 
materially curtails the net return to 
the investor in equity securities and 
therefore the amount he has available 
for reinvestment. This has a seriously 
deterring effect on the market for 
capital funds to expand existing enter- 
prises, which for the next several years 
must be at very high levels, and to 
finance new businesses. By relieving 
corporate income of the burden of 
double taxation, a large volume of 
mobile funds would become available 
to stockholders for investment in 
securities, which would furnish indus- 
try with vital capital funds required. 
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In The Reader’s Digest last January, 
Frank W. Main termed the tax on divi. 
dends a “stupid tax” which is costing the 
government more than it earns, He 
pointed out that a corporation may first 
be taxed up to 70 per cent, leaving com- 
paratively little for reserves and divi- 
dends; and then its stockholders receiy- 
ing a small portion of those earnings 
must pay a second tax—up to a maximum 
of 88 per cent—on these dividends. He 
pointed out that in the typical instance 
of one large industrial organization, 
share earnings before taxes in 1951 were 
$14.21, but that of this amount a stock- 
holder in the 25 per cent bracket (only) 
was allowed to keep $2.25. “Is it any 
wonder,” he remarked, “that funds 
which could be available for stock pur- 
chase, particularly in the kind of new and 
risk-taking enterprises that built this 
country, are diverted to safer forms of 
investment, including tax-free govern- 
ment bonds?” 

* 


Incentive Sales of Stock to 
Employees and Officers 


URING the past year or so some elec- 
tric utilities have adopted the 
practice of giving officers and employees 
a chance to take up unsubscribed com- 
mon stock which had been offered to 
stockholders on a rights basis. Recent 
examples were Derby Gas & Electric 
Corporation, Rochester Gas & Electric 
Corporation, and San Diego Gas & 
Electric Company. ‘ 
American Telephone and Telegraph 
Company has long been outstanding 
in its “incentive” plan of selling substan- 
tial amounts of its common stocks to em- 
ployees at a discount from prevailing 
market prices. During 1952 AT&T 
issued some 5,800,000 shares of common 
stock, of which 700,000 were sold to Bell 
system employees. At the end of the year 
265,000 employees were making pay- 
ments toward purchase of 1,784,000 
shares under the employees’ stock plan. 
The electric utilities have been slow to 
adopt the “incentive” plan. However, 
last spring the FPC authorized Pacific 
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Power & Light to sell 45,000 shares of 
the company’s common stock to its em- 
ployees over a 3-year period. The plan 
provides that the number of shares which 
may be offered in any 12-month period 
shall be limited to a total which when 


will result in an aggregate offering price 
of not more than $300,000. 

More recently, a total of 2,902 em- 
ployees and annuitants, representing 


more than a third of the employee body, 
subscribed for 105,148 shares of common 


stock of Philadelphia Electric Company 


multiplied by the offering price per share 


e 


LIST OF NEW YORK BROKERS’ UTILITY ANALYSES* 


Company Analyses Firm 
American Gas & Electric American Securities Corporation . . 
American Gas & Electric Argus Research Corporation 
Central Maine Power G. A. Saxton & Co., Inc. ......... 3 
Central Telephone G. A. Sexton & Co., Ine. ......... 1 
Columbia Gas System Argus Research Corporation 
Dayton Power & Light Argus Research Corporation 
Dayton Power & Light Paine, Webber, Jackson & Curtis . . 
Duquesne Light Company Argus Research Corporation 
El Paso Electric Paine, Webber, Jackson & Curtis .. 
Houston Lighting & Power DORI FE GK 66 060 ccccsscsscs 2 
Iowa Southern DE EE GD, vind dee scncenen 2 
Kansas City Power & Light Paine, Webber, Jackson & Curtis . . 
Michigan Gas & Electric Paine, Webber, Jackson & Curtis .. 
Montana Power Company Paine, Webber, Jackson & Curtis . . 
Montana Power Company Argus Research Corporation 4 
New England Gas & Electric 7 2: ere 4 
Niagara Mohawk Power Argus Research Corporation 
Northern Indiana Public Service Paine, Webber, Jackson & Curtis . 
Northern States Power Argus Research Corporation 
Northern States Power Paine, Webber, Jackson & Curtis .. 
Public Service of Indiana Argus Research Corporation 
Puget Sound Power & Light OE icandciscveusawinsns 
Rochester Telephone G. A. Saxton & Co., Inc. ......... 
Southern Company Argus Research Corporation 
Southern Company PN OE GI. ei npddnsacionsics 
Southwestern Public Service Argus Research Corporation 
Southwestern States Telephone G. A. Senton & Co., Eee. ........ 1 
Union Electric of Missouri & Co. 
Wisconsin Electric Power 

Monthly Bulletins 
Monthly Review of Utility Developments. . Josephthal & Co. .............+++ 4 
Public Utility Common Stocks G. A. Saxtgn & Co., Inc. ........ 2 
Utility Bulletin Eastman, Dillon & Co. ........... 10 


Annual Bulletins 
Electric Utility Companies in 
Regional Groupings 
Natural Gas Companies 
General Topics 
Public Utility Common Stocks 
Utility Performance in a 
Business Recession 
Electric Utility Common Stocks— 
Current Status 
Natural Gas Industry 
Fresh Look at the Utilities 
Favored Utility Stocks 
Electric Utilities in 1953 


Carl M. Loeb, Rhoades & Co. ....16 
Carl M. Loeb, Rhoades & Co. ....12 


Kidder, Peabody & Co. .......... 7 
Ralph E. Samuel & Co. .......... 6 
Francis I. du Pont & Co. ......... 2 
Carl M. Loeb, Rhoades & Co. .... 
Thomson & McKinnon 


_ *Similar lists have appeared in the issues of June 4, and February 26, 1953; during 1952 
in the issues of December 4th, October 9th, July 17th, April 24th, and January 31st; and in 
preceding years. 
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under an employee stock purchase plan 
which closed July 2nd. The stock was 
offered to the employees (through a pay- 
roll deduction plan) at $26.50 a share, 
which was 85 per cent of the market price 
on May 25th when the offer was made. 
President Rincliffe said results of the 
month-long offering far exceeded the 
company’s expectations. 


2 SEC in June reversed its policy 
since 1935, and will now permit in- 
centive stock plans for holding com- 
panies. It sent a letter to all utility hold- 
ing companies outlining the type of stock 
purchase plan which the commission 
would consider acceptable, It would have 
to be broad enough to include employ- 
ees making $7,500 a year or more so 
that it would not be limited merely to 
top officers. No options would be per- 
mitted, but actual payment would be re- 
quired within ten years, with a down 
payment of at least one per cent and 
annual payments of that amount. Em- 
ployees should have the option of with- 
drawing from the program at any time, 
with the money then paid in going back 
to the employees, either with or without 
interest. 


> 


Utility Rate of Return 
, eer ANDERSEN & Co, has issued 


a new edition of its valuable 
publication, Rate of Return Allowed in 
Public Utility Rate Cases. The present 
97-page book covers the period 1915-52. 
The tabulation is based on the decisions 
covered in Public Utilities Reports. The 
year 1952 includes cases through PUR 
NS, Volumes 91-95, and the latest 1952 
decision (based on the decision date, 
rather than the PUR report date) was 
October 10th. 

The study summarizes 903 public util- 
ity rate cases in the 38-year period in 
which decisions as to rate of return were 
handed down by the courts or regulatory 
commissions. Individual cases were re- 
viewed for rate base, return allowed, and 
allowing language. All cases were sum- 
marized by the court or commission 
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having jurisdiction and by the class of 
utility. 

The summary shows by utilities the 
number of cases reported and the highest, 
lowest, and average return allowed for 
each year by each court or commission. 
The books also includes graphs which 
show trends for the rates of return 
allowed during the 38-year period, The 
summary tables also show rates of re- 
turn classified by U. S. District Courts, 
U. S. Circuit Courts, U. S, Supreme 
Court, the state courts of appeal, the 
state supreme courts, the 44 state com- 
missions as a group, and the Federal 
Power Commission. 

The charts (pages 379 and 381), 
which we have prepared from the sum- 
mary data, show the average rate of re- 
turn in the various decisions each year, 
for the various classes of utilities, and 
for the utility industry as a whole. As 
previously pointed out in this depart- 
ment, interest rates seem to have a sub- 
stantial effect on rate of return. It ap- 
pears likely therefore that when the case 
book is again brought up to date it will 
indicate a further increase in rate of re- 
turn, reflecting the sharp change in mon- 
ey rates which has occurred in 1953. Re- 
cent decisions of the Federal Power 
Commission and the Florida Railroad 
and Public Utilities Commission, sum- 
marized in the preceding issue, support 
this view. 


* 


Merger Bid Considered 
4 e- Washington State Public Serv- 


ice Commission has taken under ad- 
visement the application of Washington 
Water Power Company of Spokane and 
Puget Sound Power & Light Company 
of Seattle to merge. : 

More than 4,000 pages of testimony 
were taken during the 7-week hearing 
which ended last month. 

Washington Water Power Company 
led the forces seeking approval of the 
merger. It was argued the merger would 
make available more power and would 
result in more efficient operation. 

Merger opponents, including public 
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AVERAGE RATES OF RETURN ALLOWED 
IN COMMISSION AND COURT DECISIONS 
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power, grange, and labor groups, argued Six public utility districts hope to ac- 
that the merger would result in higher quire the Puget facilities as a rival plan 
rates and would threaten the public pow- to Washington Water Power’s proposed 
er movement, merger. 


CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Month 12Mos. Month 12 Mos. 

Operating Statistics (June) 

Output KWH—Total Bill. KWH 
Hydro-generated .. si 
Steam-generated .. 

Capacity Mill. KW 

Peak Load (May) we 

Fuel Use: Coal Mill. Tons 

‘ Mill. MCF 
Oil Mill. Bbls. 
Coal Stocks Mill. Tons 


Customers, Sales, Revenues, and Plant (May) 


KWH Sales—Residential Bill. KWH 
Commercial - 
Industrial 
Total, Incl. Misc. .... 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others ... 


Income Account—Summary (May) 


Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales .. 
Sales to Other Utilities . 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses .... 
Depreciation 
Taxes 
Interest 
Amortization, etc. .. 
Net Income 
Pref. Div. (Est.) .. 
Bal. for Common 
Stk. (Est.) 
Com. Div. (Est.) .. 
Bal. to Sur. (Est.) . 


Electric Utility Plant (May) 


Reserve for Deprec. and Amort. .. 
Net Electric Utility Plant 
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Life Insurance Investments (January Ist-August 8th) 


Utility Bonds Ks 
Utility Stocks 
Total 


D—Decrease. NC—Not comparable. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
——Share Earnings* 
8/19/53 Divi- Cur- 
Price dend Approx. rent % In- 12 Mos. 
About Rate teld Period crease Ended 


$ .60 June 
y June 
June 

Mar. 

June 

June 

June 


Pipelines 

East Tennessee Nat. Gas . 
Mississippi River Fuel ... 
Southern Natural Gas ... 
Tenn. Gas Trans. ........ 
Texas East. Trans. ...... 
Texas Gas Trans. ....... 
Transcontinental Gas .... 


Averages 


Integrated Companies 
American Natural Gas ... 
Colorado Interstate Gas .. 
Columbia Gas System .... 
Commonwealth Gas 
Comes. Gee UNE. ....... 
Consol. Nat. Gas 

EI Paso Nat. Gas 
Equitable Gas 

Interstate Nat. Gas 
Kansas-Neb. Nat. Gas ... 
Lone Star Gas 
Montana-Dakota Utilities . 
Mountain Fuel Supply .. 
National Fuel Gas 
National Gas & Oil 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ....... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
United Gas Corp. ....... 


Averages 


Retail Distributors 
Alabama Gas 

Atlanta Gas Light 
Brooklyn Union Gas 
Central Elec. & Gas 
Hartford Gas 

Houston Natural Gas .... 
Indiana Gas & Water’... 
Kings County Lighting .. 
Laclede Gas 
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Mississippi Valley Gas ... 
Mobile Gas Service 

New Haven Gas Light .. 
Pacific Lighting 

Portland Gas & Coke .... 
Providence Gas 

Seattle Gas 

South Jersey Gas ........ 
Springfield Gas Light .... 
United Gas Improvement . 
Washington Gas Light ... 


Averages 
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WATER COMPANIES 





RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 





Share Earnings* 
1952 8/19/53 Divi- Cur- 
Rev. Price dend Approx. rent % In- 12 Mos. 
(Mill.) About Rate teld Period crease Ended 
Communications Companies 
Bell System 
$4,040 S Am. Tel. & Tel. (Cons.) 155 $9.00 5.8% $11.46** Dl% Feb. 
185 A Bell Tel. of Canada... 39 2.00 5.1 2.35 40 Dec. 
29 O Cin. & Sub. Bell Tel... 75 450 6.0 4.61 1 Dec. 
127 A Mountain StatesT.& T. 101 600 5.9 7.09 80 June 
220 A New Eng. Tel. & Tel.. 113 8.00 7.1 7.50 7 June 
536 S Pacific Tel. & Tel. .... 115 7.00 6.1 7.77** D2 May 
68 O So. New England Tel.. 34 180 5.3 1.93 26 Dec. 
i eee 5.9% 
Independents 
10 O Central Telephone .... 14 $ 80 5.7% $1.64** 29% June 
101 S General Telephone ..... 40 220 5.5 3.54 65 June 
4 O Inter-Mountain Tel. ... 12 80 6.7 88 31 Dec. 
398 S International Tel.& Tel. 15 1.00 6.7 3.09 23 Dec. 
12 S Peninsular Telephone... 29 1.60 5.5 2.03 24 June 
15 O Rochester Telephone .. 15 80 5.3 1.55 7 June 
6 O Southwest. States Tel.. 17 100 5.9 1.72 41 June 
15 O United Utilities ....... 16 1.00 63 105 NC Apr. 
195 S Western Union Tel.... 46 3.00 65 1.04 D79 Dec. 
PD ac nencices 6.1% 
Transit Companies 
29 A Capital Transit ....... 14 $1.60 11.4% $1.26 15% May 
9 O DallasRy.& Terminal. 13 1.40 108 2.32 D6 Dec. 
229 S Greyhound Corp. ...... 134 1.00 7.4 1.29 1 Mar. 
25 O Los Angeles Transit... 12 1.00 83 1.15 46 Dec. 
31 S National CityLines.... 18 140 7.8 1.86 D3 Dec. 
71 O Philadelphia Transit ... 4 _-_ — Deficit — Dec. 
7 O Rochester Transit ..... 34.10) «=—2.9 26 D77 Dec. 
27 O St. Louis P.S.A.. 14 140 100 91 189 Dec. 
17 S Twin City R. T..... 14 1.60 114 _— — Dec. 
24 O United Transit ....... 3 _- — 56 33 Dec. 
Averages ......... 9.0% 
Water Companies 
Holding Companies 
29 S American Water Works 9 $.50 56% $ .93 29% Mar 
6 O New York Water Serv. 49 80 146 2.37 25 June 
Operating Companies 
3 O Bridgeport Hydraulic... 29 $1.60 5.5% $1.62 D7% — 
9 O California Water Serv. 32 2.00 6.3 2.63 24 June 
7 S Hackensack Water . 35 170 49 2.42 D6 Dec 
4 O Jamaica Water Supply. 29 1.80 6.2 2.99 13 June 
3 O New Haven Water.... 56 3.00 5.4 2.76 DS Dec. 
6 O Phila. & Sub. Water... 46 1.00 22 4.69 — Dec. 
2 O San Jose Water ...... 33 2.00 6.1 2.46 12 Dec. 
9 O Scranton-Springbrook . 15 90 6.0 1.08 D4 Mar 
3 O Southern Calif. Water. 10 65 65 87 34 June 
3 O West Va. Water Service 33 120 36 1.32 7 June 
PE... <6i0s00% 5.4% 
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A—American Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. #—Includes stock dividend. 


(a)—Paid 4 per cent stock dividend. NC—Not comparable. 
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What Others Think 


Interior’s Public Power Policy 


"ao following preliminary and formal 
statements were released by Under 
Secretary of Interior Ralph A. Tudor at 
the Interior Department’s headquarters 
in Washington, D, C., on August 17th: 

The high standard of living of its citi- 
zens and the success of the industrial 
might of the United States depend to- 
day in a large measure on a plentiful 
supply of low-cost electric energy for all 
consumers throughout the land. The De- 
partment of the Interior is especially 
aware of this fact since it is the marketing 
agent for a great deal of the energy pro- 
duced at federally owned plants. Thus, 
the department’s policy in carrying out 
this function is of great importance to 
both the consumers of energy and to the 
taxpayers. For this reason a depart- 
mental basic power policy has been devel- 
oped. It is simple and it is fair to all. It 
is based fundamentally upon the various 
acts of Congress that have become the 
law of the land over the last fifty years. 

It recognizes, of course, that the para- 
mount requirements of national defense 
may at any time dictate variations and 
under such circumstances the department 
will always be prepared to adjust to the 
emergency. 

This power policy fully recognizes and 
protects the preference customers—pub- 
lic bodies and co-operatives—and pro- 
poses to set rates just as low as possible 
without unjustified charges against the 
taxpayer. 


TL policy of the present administra- 
tion is to actively encourage the de- 
velopment of the natural resources of the 
country. This will involve a partnership 
of the states and local communities, pri- 
vate citizens, and the Federal govern- 
ment, all working together. It is not a 
policy of monopoly by any one of these 
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parties. In fact, the job to be done is so 
tremendous that it will require the very 
active efforts of all of the parties if the 
nation is to be kept abreast of its needs, 

In so far as water resource develop- 
ment is concerned, it is expected that the 
Federal government will undertake the 
large multiple-purpose projects that for 
one reason or another are not within the 
capacity of the other members of the part- 
nership. 

The administration has already moved 
forward in line with the new power pol- 
icy of the Department of the Interior, For 
example, of the total Bureau of Reclama- 
tion construction program of $174,000,- 
000 for the present fiscal year, more than 
one-third, some $63,400,000, will be spent 
on hydroelectric power development and 
distribution facilities or on construction 
of multiple-purpose dams which will have 
power production as a major function. 

In all cases the department has recom- 
mended that appropriations be for as 
much money as can be used to continue 
work at the most economical rate of con- 
struction. The new transmission line pro- 
gram is such that in combination with 
various wheeling agreements facilities 
will be available to transmit all power 
from Reclamation or Army Engineers’ 
hydroelectric plants now under construc- 
tion as soon as they are placed in opera- 
tion. 

Notable in the construction schedule 
for this year is the start of installation 
of the seventeenth and final generator at 
Hoover dam, This new generator will 
be the largest at the dam with a capacity 
of 104,500 kilowatts and will greatly im- 
prove the peaking capacity of the Hoover 
dam plant. 


¢ addition to construction for hydro- 
electric production purposes the Bu- 
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reau of Reclamation is this year initiating 
work on two major irrigation develop- 
ments, both of which have the full support 
of the new administration, A $7,682,991 
contract has just been let for the Monti- 
cello dam, which will turn destructive 
food water to useful consumption by 
irrigation and domestic use in several 
communities in Solamo county, Cali- 
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the An initial appropriation of $1,000,000 
eds was made by Congress to initiate work 





on the Sacramento canal projects, which 







the ig tas been incorporated into the Central 
the Valley project in California. 

re In the planning of further water 
the resource development work, the Depart- 
rte ment of the Interior recently recom- 





mended to the Congress the authorization 
of the Frying Pan-Arkansas project in 
Colorado which will have seven power 
plants with a total installed capacity of 
104,800 kilowatts. 

A supplemental report on the San Luis 
Valley project, also in Colorado, which 
will call for the installation of a 50,000- 
kilowatt power plant has been approved 
by the Department of the Interior and 
forwarded to the affected states for their 
comment preliminary to submission of 
the report to the Congress, 

The administration made a strong 
representation to the Congress for funds 
for the planning of further water resource 
projects, most of which involve hydro- 
electric power features. As a result, the 
Congress has just appropriated $3,000,- 
000 to the Bureau of Reclamation for 
these investigations during the current 
fiscal year. This will permit investigation 
work to proceed in an orderly fashion 
to provide an inventory of projects for 
further construction. 
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Text of Interior Department's 
Formal Power Policy 
Statement 
te Reclamation Act of 1902, as sup- 

_ plemented by the act of 1906, and 
various other acts of Congress since that 
date, to and including the Appropriation 
Act of 1953, have served to make the 
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Department of the Interior the marketing 
agency for electric energy produced at 
many Federal government-owned plants. 

These various acts of Congress have 

served to establish some basic policies 
for the marketing of this power as well 
as the planning of facilities for generation 
and transmission. Supplementary to 
these acts of Congress, the department 
has, on various occasions in the past, 
stated policies on this important matter. 

The statement herewith of power pol- 
icy is a summary of the guiding principles 
which the Department of the Interior will 
hereafter follow in planning and operat- 
ing facilities for the generation and trans- 
mission, and marketing of electric energy. 
It is based upon the various acts and 
statements of Congress and statements 
of this administration’s policy. It super- 
sedes all statements of power policy 
heretofore issued by the department. 

The policies hereinafter stated will be 
modified if at any time this is necessary 
to better serve the paramount require- 
ments of national defense, 

(1) Generating Facilities 

HE primary responsibilities of the 

department are the reclamation of 
arid and semiarid lands under the Fed- 
eral reclamation laws and the develop- 
ment of natural resources as authorized 
by Congress. These responsibilities in- 
clude the disposal of surplus electric 
energy which can be economically pro- 
duced in the course of the development 
of these resources. 

The Department of the Interior will, 
therefore, actively plan and recommend 
construction of generating facilities in 
hydro projects under its jurisdiction 
when such facilities are economically 
justified and feasible. The department 
will particularly emphasize those multi- 
purpose projects with hydroelectric de- 
velopments which, because of size or 
complexity, are beyond the means of lo- 
cal, public, or private enterprise. 

It is recognized that the primary re- 
sponsibility for supplying power needs of 
an area rests with the people locally. The 
responsibility of the Department of the 
Interior is to give leadership and assist- 
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“NUMBER PLEASE?” 


ance in the conservation and wise utili- 
zation of natural resources. 

The department does not assume that 
it has the exclusive right or responsibility 
for the construction of dams or the gen- 
eration, transmission, and sale of electric 
energy in any area, basin, or region. 
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In general, it will not oppose the con- 
struction of facilities which local interests, 
either public or private, are willing and 
able to provide in accordance with 
licenses and other controls of the Federal 
Power Commission or other appropriate 
regulatory bodies aad which are conso- 








nant with the best development of the 
natural resources of the area. 


(2) Transmission Facilities 


HE Department of the Interior will 
j pee and operate transmission 
lines that are economically feasible and 
necessary for proper connection and op- 
eration of federally owned generating 
plants. Transmission facilities will also 
be built and operated to carry power 
to load centers within economic trans- 
mission distances unless other public or 
private agencies have or will provide the 
necessary facilities upon reasonable 
terms, 

These terms shall generally be such 
that the federally produced power will 
be made available to customers at costs 
not higher than would result from the 
construction of transmission facilities by 
the Federal government. 


(3) Preference to Public Agencies 
And Co-operatives 


5p Department of the Interior will 
operate the federally owned generat- 
ing and transmission facilities under its 
control for the benefit of the general pub- 
lic, and particularly of domestic and rural 
customers, and the department will give 
preference and priority to public bodies 
and co-operatives in disposing of electric 
energy generated at Federal plants. 

It will be the policy of the department 
to dispose of power, remaining after pro- 
vision for existing preference customers, 
to privately owned public utilities serv- 
ing domestic and rural customers in the 
area. 

The department will not ordinarily 
undertake to dispose of power directly to 
consumers except to carry out existing 
contracts or renewals or expansion there- 
of, nor will it use or permit the use of 
the preference privilege as a means to 
provide power for large industrial con- 
sumers at the expense of domestic and 
rural customers served by either publicly 
or privately owned public utilities. 


(4) Rates for Sale of Electric Energy 


HE Department of the Interior will 
dispose of power and energy at the 
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lowest possible rates to consumers con- 
sistent with sound business principles. 

Rate schedules will be prepared on a 
basis which will provide for the cost of 
producing and transmitting the energy 
and will return the capital investment in 
generation and transmission facilities to- 
gether with interest in not more than fifty 
years. 

If reclamation costs are assigned to 
power, rates for power shall be such as 
to recover these additional costs within 
a reasonable time. 

Rates will be reviewed at periodic in- 
tervals, generally not exceeding every 
five years, and at such times adjustments 
will be made to reflect actual costs where 
only estimates were available before, to 
reflect additions to the system which are 
in operation at the time of application of 
the new rates, and other proper items. 


(5) Resale Rates of Electric Energy 


Oe in contracts with public 
agencies or co-operatives for the 
sale of electric energy no resale rate con- 
trols will be imposed by the Department 
of the Interior. It will be presumed that 
such bodies are responsible directly to 
customers they serve and are fully pro- 
tecting the interests of these customers. 

In all contacts with customers other 
than public agencies or co-operatives, 
provision will be made to prohibit the 
resale of energy unless the purchaser is 
a public utility serving principally do- 
mestic and rural customers. In the latter 
event, provision will be made to insure 
that power is furnished to ultimate cus- 
tomers at the lowest rates which shall 
reflect as nearly as possible the cost of 
the service plus a reasonable return on 
the investment at work. 


> 


Documentation of Reference 
Sources 


I grey eee the department’s fore- 
going formal declaration of public 
power policy were the following excerpts 
from various statutes, addresses, etc. : 
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(1) Generating Facilities 
Citations 
a. Address by the President—State 
of the Union Message to First Session 
of 83rd Congress 


“.. The best natural resources pro- 
gram will not result from exclusive de- 
pendence on Federal bureaucracy. It will 
involve a partnership of the states and 
local communities, private citizens, and 
the Federal government, all working to- 
gether. This combined effort will advance 
the development of the great river valleys 
of our nation and the power that they 
can generate.” 


b. Reclamation Act of 1906, 43 USC 
§$ 522 


“Whenever a development of power is 
necessary for the irrigation of lands, un- 
der any project undertaken under the 
said reclamation law, or an opportunity is 
afforded for the development of power 
under any such project, the Secretary of 
the Interior is authorized to lease for a 


period not exceeding ten years, giving 
preference to municipal purposes, any 
surplus power or power privilege .. . 
Provided, that no lease shall be made of 
such surplus power or power privileges 
as will impair the efficiency of the irri- 
gation project...” 


c. House Committee on Interior De- 
partment Appropriation Bill, 1949 


“Statement of Policy—The commit- 
tee desires to re-emphasize its statement 
in former reports on the bill, that the re- 
claiming of arid lands by the construction 
of reclamation projects is and always has 
been the primary purpose of the reclama- 
tion laws, Development of hydroelectric 
power is incidental to irrigation and is 
made as a means of financially aiding and 
assisting such undertakings. This policy 
should not be departed from without spe- 
cific legislation by the Congress.” 


d. Address of Secretary McKay at 
Boston, Massachusetts, May 14, 1953 


“Tt should be our objective in these 
multipurpose reservoir projects to utilize 
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this water resource to the maximum jy 
the generation of hydroelectric power, 
so far as that can be done, without taking 
away what we need for consumption pur. 
poses, such as reclamation, municipal 
water, and other uses in that category , . 
“We will continue within the limits tha 
the national budget will permit with con. 
struction of such of these projects as are 
economically feasible and fall in the 
proper category of Federal projects,” 


(2) Transmission Facilities 
Citations 


a. Bonneville Act of 1937 (16 USC 
§ 832a(b)) 

“In order to encourage the widest pos- 
sible use of all electric energy that can be 
generated and marketed and to provide 
reasonable outlets therefor, and to pre- 
vent the monopolization thereof by lim- 
ited groups, the Administrator is author- 
ized and directed to provide, construct, 
operate, maintain, and improve such elec- 
tric transmission lines and substations, 
and facilities and structures appurtenant 
thereto, as he finds necessary, desirable, 
or appropriate for the purpose of trans- 
mitting electric energy, available for sale, 
from the Bonneville project to existing 
and potential markets, and, for the pur- 
pose of interchange of electric energy, to 
interconnect the Bonneville project with 
other Federal projects and publicly 
owned power systems constructed on or 
after August 20, 1937.” 


b. Fort Peck Act of 1938 (16 USC 
§ 833a(b)) 


“In order to encourage the widest pos- 
sible use of all electric energy that can 
be generated and marketed and to provide 
reasonable outlets therefor, and to pre- 
vent the monopolization thereof by lim- 
ited groups, the bureau is authorized and 
directed to provide, construct, operate, 
maintain, and improve such electric trans- 
mission lines and substations, and facili- 
ties and structures appurtenant thereto, 
as it finds necessary, desirable, or appro- 
priate for the purpose of transmitting 
electric energy, available for sale, from 
the Fort Peck project to existing and po- 
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tential markets, and, for the purpose of 
interchange of electric energy, to inter- 
connect the Fort Peck project with either 
private or with other Federal projects 
and publicly owned power systems now 
or hereafter constructed.” 


c. Flood Control Act of 1944 (16 USC 
§ 5) 

“The Secretary of the Interior is au- 
thorized, from funds to be appropriated 
by the Congress, to construct or acquire, 
by purchase or other agreement, only 
such transmission lines and related facili- 
ties as may be necessary in order to make 
the power and energy generated at said 
projects available in wholesale quantities 
for sale on fair and reasonable terms and 
conditions to facilities owned by the Fed- 
eral government, public bodies, co-opera- 
tives, and privately owned companies.” 


d. Senate Committee on Interior De- 
partment Appropriation Bill, 1954 


“The committee reiterates its view that 
efforts should be made to secure wheeling 
contracts wherever possible, and that the 
Federal government should build trans- 
mission lines only when such agreements 
cannot be negotiated at comparable cost 
to consumers ; the only exception to this 
policy should be with respect to main 
lines for the purpose of connecting Fed- 
eral hydroelectric plants, where the bene- 
fits from the integration justify the ex- 
penditure.” 


(3) Preference to Public Agencies and 
Co-operatives 


Citations 
a. Reclamation Act of 1906 


‘... The Secretary of Interior is au- 
thorized to lease for a period not exceed- 
ing ten years, giving preference to 
municipal purposes, any surplus power 
or power privilege . 


b. Reclamation Act of 1939 (§ 485h 
(¢)) 
. That in the sale or lease prefer- 


ences shall be given to municipalities and 
other public corporations or agencies ; and 
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also to co-operatives and other nonprofit 
organizations financed in whole or in part 
by loans made pursuant to §§ 901-914 of 
Title 7 (Rural Electrification Adminis- 
tration).” 


c. Bonneville Act of 1937 


“In order to insure that the facilities 
for the generation of electric energy at 
the Bonneville project shall be operated 
for the benefit of the general public, and 
particularly of domestic and rural con- 
sumers, the Administrator shall at all 
times, in disposing of electric energy gen- 
erated at said project, give preference 
and priority to public bodies and co- 
operatives.” 


d. Fort Peck Act of 1938 


“In order to insure that the facilities 
for the generation of electric energy at 
the Fort Peck project shall be operated 
for the benefit of the general public, and 
particularly of domestic and rural con- 
sumers, the bureau shall at all times, in 
disposing of electric energy generated at 
such project, give preference and priority 
to public bodies and co-operatives.” 


e. Flood Control Act of 1944 


. .. The Secretary of the Interior ... 
shall transmit and dispose of such power 
and energy in such manner as to encour- 
age the most widespread use thereof at 
the lowest possible rates to consumers 
consistent with sound business principles, 
the rate schedules to become effective 
upon confirmation and approval by the 
Federal Power Commission. Preference 
in the sale of such power and energy shall 
be given to public bodies and co-opera- 
tives, The Secretary of the Interior is 
authorized, from funds to be appropriated 
by the Congress, to construct or acquire, 
by purchase or other agreement, only 
such transmission lines and related facili- 
ties as may be necessary in order to make 
the power and energy generated at said 
projects available in wholesale quantities 
for sale on fair and reasonable terms and 
conditions to facilities owned by the Fed- 
eral government, public bodies, — 
tives, and privately owned companies . 
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“HE TESTS EVERY DROP, EVER SINCE HE BOUGHT HIS KID A 
CHEMISTRY SET!” 


(4) Rates for Sale of Electric Energy in connection with the operation of any 
Citations project or division of a project, shall be 

a. Reclamation Project Act of 1939 for such periods, not to exceed forty 
(43 USC § 485h(c)) years, and at such rates as in his judg- 
“. .. Any sale of electric power or lease ment will produce power revenues at 
of power privilege made by the Secretary least sufficient to cover an appropriate 
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share of the annual operation and main- 
tenance costs, interest on an appropriate 
share of the construction investment at 
not less than 3 per cent per annum, and 
such other fixed charges as the Secretary 
deems proper.” 


b. Bonneville Act of 1937 (16 USC) 


“Schedules of rates and charges for 
electric energy produced at the Bonne- 
ville project and sold to purchasers as 
in this chapter provided shall be prepared 
by the Administrator and become effec- 
tive upon confirmation and approval 
thereof by the Federal Power Commis- 
sion; and such rates and charges shall 
also be applicable to the disposition of 
electric energy to Federal agencies. Sub- 
ject to confirmation and approval by the 
Federal Power Commission such rate 
schedules may be modified from time to 
time by the Administrator . . .” (Section 
832e. ) 
“. . Rate schedules shall be drawn 
having regard to the recovery (upon the 
basis of the application of such rate 
schedules to the capacity of the electric 
facilities of the Bonneville project) of the 
cost of producing and transmitting such 
electric energy, including the amortiza- 
tion of capital investment over a reason- 
able period of years.” (Section 832f.) 

“Contracts entered into under this sec- 
tion shall be binding in accordance with 
the terms thereof and shall be effective 
for such period or periods, including re- 
newals or extensions, as may be provided 
therein not exceeding in the aggregate 
twenty years from the respective dates of 
making such contracts, Contracts entered 
into under this subsection shall contain 
such provisions as the Administrator and 
purchaser agree upon for the equitable 
adjustment of rates at appropriate in- 
tervals, not less frequently than once in 
five years.” (Section 832d.) 


c. Fort Peck Act of 1938 (16 USC 
§ 833d) 


“Schedules of rates and charges for 
electric energy produced at the Fort Peck 
project and sold to purchasers as in this 
chapter provided shall be prepared by 
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the bureau and become effective upon 
confirmation and approval thereof by the 
Federal Power Commission. Subject to 
confirmation and approval by the Fed- 
eral Power Commission, such rate sched- 
ules may be modified from time to time 
by the bureau and shall be fixed and 
established with a view to encouraging 
the widest possible diversified use of elec- 
tric energy. The said rate schedules may 
provide for uniform rate or rates uniform 
throughout prescribed transmission areas 
in order to extend the benefits of an inte- 
grated transmission system and encour- 
age the equitable distribution of the elec- 
tric energy developed at the Fort Peck 
project.” 


d. Flood Control Act of 1944 


“... The Secretary of the Interior . . 
shall . . , dispose of . .. power and energy 

. . at the lowest possible rates to con- 
sumers consistent with sound business 
principles, the rate schedules to become 
effective upon confirmation and approval 
by the Federal Power Commission. Rate 
schedules shall be drawn having regard 
to the recovery (upon the basis of the ap- 
plication of such rate schedules to the 
capacity of the electric facilities of the 
projects) of the cost of producing and 
transmitting such electric energy, includ- 
ing the amortization of the capital invest- 
ment allocated to power over a reasonable 
period of years...” 


(5) Resale Rates of Electric Energy 
Citation 


a. Bonneville Act of 1937 (16 USC 
§ 832d) 


“... Contracts entered into with any 
utility engaged in the sale of electric en- 
ergy to the general public shall contain 
such terms and conditions, including 
among other things stipulations concern- 
ing resale and resale rates by any such 
utility, as the Administrator may deem 
necessary, desirable, or appropriate to 
effectuate the purpose of this chapter and 
to insure the resale by such utility to the 
ultimate consumers shall be at rates which 
are reasonable and nondiscriminatory.” 
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The March of 
Events 


In General 


Electric Brain under 
Construction 


TILITY companies will be able to sup- 
ply better service to their customers 
and keep the cost of electricity down with 
the aid of a very specialized type of elec- 
trical brain which is now being built for 
Syracuse University. Chancellor Wil- 
liam P. Tolley announced that construc- 
tion of the half-million-dollar machine, 
called a network analyzer, has been 
made possible through the co-operation 
of Niagara Mohawk Power Corporation 
and the New York State Electric & Gas 
Corporation. These companies have 
agreed to use the analyzer in their opeta- 
tions, making it possible for the univer- 
sity to install the equipment. 

The huge electrical brain, 66 feet long 
and 7 feet high, will be completed next 
summer by General Electric Company. 
It will be installed in a glass-enclosed, 
air-conditioned room in a new $1,500,000 
engineering building which is to be built 
on the campus. 

The device will be valuable to utility 
companies—and to their customers— 
because it will help the utilities determine 
the most practical and inexpensive way 
of expanding their operations. 

Cities served by utility companies 
grow at different rates, and the com- 


panies must know exactly how heavy a 
demand for service will be made by each 
city ten and fifteen years hence when 
they are planning new installations. 

A complete power system can be re- 
produced in miniature on the network 
analyzer. Engineers from the university 
and utility companies and students will 
study proposed changes and predict how 
the power system will perform under all 
possible types of load conditions. 


Utility Seeks FPC Approval 


HE Detroit Edison Company asked 
the Federal Power Commission re- 
cently to approve its plan to export 250,- 
000,000 kilowatt hours of electric energy 
a year to Canada. The Michigan firm 
also asked a presidential permit authoriz- 
ing it to construct two connections with 
facilities of the hydroelectric power com- 
mission of Canada. All exports of elec- 
tric energy and natural gas must get ap- 
proval from the FPC, State and Defense 
departments, and the President, 
Detroit Edison said the plan would be 
to exchange Ontario Hydro-Electric’s 
water power energy for Detroit’s steam 
power energy. The company said it ex- 
pects to receive up to a maximum of 
500,000,000 kilowatt hours annually 
from Canada. 


California 


Senate to Launch Inquiry 


HE state senate committee on un- 
American activities last month an- 
nounced it would launch a full-scale in- 
quiry “into infiltration of Communists 
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into all the state’s public utilities.” 

Chairman Hugh M, Burns, Democrat 
of Fresno, said the committee had un- 
covered evidence of an amazingly high 
incidence of such infiltration in critical 
areas. The investigation, he added, 
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would cover transportation and com- 
munications as well as electric utilities. 


Commission Sessions Open 
In Los Angeles 
(OMMENCEMENT of regular meetings 
+ of the 5-member state public utili- 
ties commission in Los Angeles instead 
of, as heretofore, in San Francisco only, 


took place last month. Henceforth the 
sessions will be held on a bimonthly basis 
in Los Angeles, Richard E. Mittelstaedt, 
commission president, disclosed. 

The administrative-judicial body will 
consider pending telephone, gas, water, 
electricity, and transportation problems 
dealing with statewide utility regulation 
at the local meetings. 


Connecticut 


Gas Contract Signed 


fhe new union-management work 
contract for Hartford Gas Company 
employees was signed recently. The sign- 
ing followed in quick order contract ac- 
ceptance on August 21st by the 211 
members of Local 12,924, District 50, 
United Mine Workers, of its negotiating 
committee’s contract agreement. 

In a statement by Leon Zwicker, re- 
gional director of District 50, UMW, 
the negotiating committee said: 


We have gained for our member- 
ship many sorely needed changes in 


this contract. We now have the pro- 
tection that our membership will not 
arbitrarily be denied the right to par- 
ticipate in discussion and decisions re- 
lating to the various working condi- 
tions clauses in this contract, 


Service, maintenance, and_ office 
workers returned to their jobs on Au- 
gust 24th. The walkout started July 2nd. 

A total of 31 changes was made in the 
contract, which will end September 30, 
1954, instead of the previous July Ist 
date. Final arbitration will now go to the 
State Mediation and Arbitration Board. 


Delaware 


Court Remands Case 

I’ an opinion handed down on August 

24th, Judge James B, Carey in su- 
perior court ordered the case of the city 
of Dover against the Delaware Power & 
Light Company remanded to the state 
public service commission. The matter 
reached the superior court when Dover, 
operator of a municipal power plant, ap- 
pealed to the state public service commis- 


sion to restrain the Delaware Power & 
Light Company from entering territory 
served by the city and the commission 
ruled it had no question before it to act 
upon. 

The matter at issue was furnishing 
electric current to the Dover Air Force 
Base which has been served by the city 
since it was first opened more than ten 
years ago. 


J 
District of Columbia 


Hiring of Negro Crews 
Not Feasible 


= Capital Transit Company re- 
cently restated its willingness to 
hire Negro streetcar and bus operators 
but also reiterated its belief that it is not 


feasible because of the white workers’ 
attitude. 

The statement was made as the Dis- 
trict of Columbia Public Utilities Com- 
mission resumed hearings on the com- 
pany’s petition for higher fares. It was 
made in response to the position of a 
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Howard University group which had in- 
tervened in the rate case in the interest 
of Negro employment. 

Fred W. Kleinman, chief accountant 
for the Illinois Commerce Commission, 
has been retained as a rate of return ex- 
pert by the utility commission. Mr. 


Kleinman has testified a fair rate of re 
turn for Capital Transit would be be 
tween 6 and 6.25 per cent. The com 
pany contends it should get 10 per cent. 
The company is asking fares of 20 cents, 
five tokens for 95 cents, and elimination 
of the weekly pass. 


* 
Kentucky 


REA Funds Allowed Co-op 


HE Rural Electrification Adminis- 
tration announced last month that 
it had released $1,600,000 to the East 
Kentucky Rural Electric Co-operative 
Corporation to enable East Kentucky to 
complete 597 miles of transmission lines 
to 19 co-operatives serving 82 counties. 
The loan will permit the co-op to add 
402 miles of lines to 195 miles already 
in the chain. “This will make it a com- 
pletely operable system,” Fred Strong, 
an assistant to REA Administrator Nel- 
sen, said. 
“It involves more than half of the 


counties in Kentucky in terms of new 
power or additional power.” 

Strong said he doubted that court ap- 
peals filed recently by three private utili- 
ties against the REA expansion would 
affect the $1,600,000 release. “I don't 
see how it would interfere,” he said. “The 
PSC has approved, the REA has author- 
ized the money, and we have turned it 
over to them and told them to go ahead.” 

The question of the expansion has 
been fought two and a half years between 
East Kentucky and private utilities 
through the commission, Franklin Cir- 
cuit Court, and the Kentucky Court of 
Appeals. East Kentucky won. 


e 
Michigan 


Gas Heat Ordered 


HE state public service commission 
last month ordered the Michigan 
Consolidated Gas Company to add be- 
tween 6,000 and 10,000 house-heating 
customers to its rolls by next winter, The 
commission estimated 80 per cent of 
these would be in the Detroit area, 
John H. McCarthy, chairman, said 
the commission had ordered Michigan 
Consolidated to: (1) start cutting down 
its special large-volume sales to indus- 
trial customers so that this gas can be 
used to add new house-heating custom- 
ers; (2) submit by August 3lst a pro- 
gram for cutting out all special industrial 


sales; (3) submit by September 15th a 
plan to add 6,000-10,000 house-heating 
customers and, if present negotiations 
with Panhandle Eastern Pipe Line Com- 
pany succeed, plans for increasing this 
number to 50,000. 

Michigan Consolidated now sells to in- 
dustrial customers 36,000,000 cubic feet 
of gas daily in the form of “special sales” 
out of gas left over after the preceding 
winter’s house-heating demands have 
been met. The commission order directs 
the company to store 25,000,000 cubic 
feet of this “special sale” gas in its Six 
Lakes storage fields and to use it to add 
the new house-heating customers. 


Montana 


Rate Increases Granted 


? ke state public service commission 
last month granted Montana Power 
SEPT. 10, 1953 


Company its full requested increase in 
natural gas rates and gave Mountain 
States Telephone & Telegraph Com- 
pany partial increases for telephone serv- 
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ice. 








ce. The higher natural gas rates were 
diective September Ist. The telephone 
rate increases, designed to give Moun- 
tain States $595,400 yearly in additional 
revenue, went into effect the same day. 
K. P. Todd, general manager of 
Mountain States for Montana, said it 
was “unfortunate we have failed to con- 
vince the Montana Public Service Com- 












Governor Vetoes Bill 










rer: Ppa Driscoll vetoed a New Jer- 
The sey bill last month which would 
hor. Ma Pave permitted bus companies to operate 
ad it om? cost-plus basis. The measure would 
ad.” have directed the state public utilities 
rae commission, with the carrier’s consent, to 
en abandon the present formula for fixing 
ties bus fares, which requires the bus com- 
Cir. Mm pany to establish a rate base and substi- 
of Me tute instead an operating ratio formula. 





“This bill,” the governor said in his 
veto message, “takes the regulation of 
rates out of the hands of the board of 
public utility commissioners and, in ef- 
fect, vests it in the carrier. The choice 








142 @ of method of fixing the rates is, through 
ng the necessity of the carrier’s consent, 
ns given the carrier. All of this is undesir- 





able from sound tradition and practice.” 

No set ratio was fixed in the bill, leav- 
ing this up to the commission. In a sim- 
ilar bill which the governor also vetoed 
in 1951, the measure guaranteed the car- 
rier a profit of from 5 to 10 per cent of 
gross revenues, after allowance for op- 







Fare Boost Delay Reported 


ve state public utility commission 
on August 24th postponed for an 
additional three months a 3-cent cash 
fare increase sought by Philadelphia 
Transportation Company. The sus- 
pension means that the scheduled higher 
fares will not go into effect until De- 
cember 14th, An initial six months’ sus- 
pension will end September 14th. 
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mission that the full amount , . . request- 
ed in our application is needed to do the 
kind of a job we believe the people of 
Montana want.” He said the commission 
granted a “substantial” portion of 
MST&T’s request. 

The rates allowed Montana Power 
will increase the monthly gas bill from 
$1 a thousand cubic feet to $1.30. 


* 
New Jersey 


erating expenses, including taxes and 
depreciation. 


Public Defender Sought 


prom raga of a public defender to 
combat rate increases sought by the 
New Jersey Natural Gas Company was 
asked recently. The request was made to 
Attorney General Theodore Parsons by 
State Senator Richard Stout of Mon- 
mouth county, who seeks to unite all 
municipalities in the Asbury Park area 
fighting the proposed rise. 

The utility, which recently took over 
distribution of gas in the area from the 
Jersey Central Power & Light Company 
and converted from the manufactured 
product to natural gas, was reported 
seeking an increase of $320,000 annually 
to meet “rising costs” of gas piped into 
the Asbury Park area from the South- 
west. 

Under New Jersey law the attorney 
general is authorized to name public de- 
fenders to help municipalities meet cer- 
tain litigation, Mr. Stout said. 


* 
Pennsylvania 


The commission reportedly has not 
had time to complete its investigations of 
the proposed higher fares. Present PTC 
basic cash fare is 15 cents, and the 
transit firm seeks an 18-cent cash fare or 
two tokens for 35 cents. 

A number of public hearings have 
been held and a commission spokesman 
said that several more were necessary be- 
fore the inquiry could be completed. 
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PTC estimates that the new fares would 
bring in an additional $2,700,000 in an- 
nual revenue, which it says is urgently 
needed to meet wage increases and higher 
operating costs. 

The commission has no authority to 
suspend higher fares beyond nine 


central Pennsylvania consumers will pay 
the increased rates retroactive to last 
May Ist. That is the date the commis. 
sion’s 9-month suspension of the pro- 
posed rates ended. 

Opposed by the city of Pittsburgh, the 
increase was said to represent the bal- 


months. 

In the absence of any adverse action 
by the commission on the application, 
the higher fares would automatically go 
into effect. 


Gas Rate Increase Authorized 


6 5 state public utility commission 
recently authorized the Manufac- 
turers Light & Heat Company of Pitts- 
burgh to raise its natural gas rates by $2,- 
045,000. 

The company’s 224,000 western and 


ance of a $4,245,000 increase which the 
utility sought a year ago. It was then 
said it needed the higher rates to meet 
increased prices it paid for natural gas, 

The state commission said its inquiry 
showed that the increase would produce 
a net “not in excess of any fair rate of re- 
turn justified by this record.” 

With the effective date of the new $2,- 
045,000 increase retroactive to May Ist, 
the commission said the utility probably 
would be able to recoup about $700,000 
additional reyenue at the higher rate for 
the time elapse since then. 


Tennessee 


Co-ops Seek Tax Relief. 


HE state’s rural electric co-opera- 
‘lew last month asked the state rail- 
road and public utilities commission to 
reduce their tentative 1953-54 property 
assessments by about $1,000,000. 


The state tentatively assessed proper- 
ties of the 25 co-ops at a total of $10- 
008,090 for the biennium, compared with 
$7,785,400 for the preceding 2-year 
period. 

Most of the co-operatives asked a re- 
duction of about 10 per cent. 


oe 
Washington 


Appointments to Power 
Commission 
OVERNOR Langlie appointed four 
men to the newly created state 
power commission last month, A fifth, 
representing the city of Tacoma, would 
be named later. 

The first four are: Bob Jones, Seattle 
city councilman and chairman of the 
utilities committee of the city of Seattle, 
named to a 2-year term as the representa- 
tive of Seattle; Thomas Quast, Marys- 
ville, chairman of the Snohomish County 
Public Utility District, appointed to a 
4-year term as the representative of the 
state’s public utility districts; Otto 
Warn, Spokane business and civic leader 
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and president of the National Shoe Re- 
tailers’ Association, named to a 4-year 
term, representing the public at large; 
Roy Skill, Yakima, assistant vice presi- 
dent of Pacific Power & Light Company, 
appointed to a 2-year term, representing 
the public at large, 

The governor said he would add the 
representative from Tacoma when rec- 
ommendations have been made. 

The power commission, created by the 
1953 legislature, was given broad powers 
to acquire and operate power facilities. 

Langlie said it was to “provide the 
state with a comprehensive plan to assure 
the full utilization of the state’s power 
resource.” 


396 





Progress of Regulation 


Commission May Not Reject Management’s Decision 
On Debt Ratio As Bearing on Cost of Capital 


T=. South Dakota commission 
allowed an interstate telephone com- 
pany a rate increase which would permit 
a return of 6 per cent on the net book 
value of property devoted to intra- 
state service. Additional investment in 
intrastate plant and wage increases to 
employees had made existing rates 
inadequate. 

The commission, at the-outset, ob- 
served that its purpose in considering 
an interstate company’s application for 
an intrastate rate increase is to authorize 
charges which would produce a fair re- 
turn on the reasonable value of property 
dedicated to intrastate service. 

When detailed cost-of-capital studies 
were presented at the hearing, the com- 
mission commented that a telephone com- 
pany should arrange its debt and capital 
structure so as to be able to pay prevail- 
ing dividends to stockholders and serve 
its customers at rates no higher than 
necessary to render adequate service. 
However, since the confidence of the in- 


vesting public must be maintained and 
since prevailing interest rates fluctuate, 
the establishment of an appropriate debt 
ratio will be left to management. If the 
action of the officers is in good faith and 
within the limits of reasonable discretion, 
it will not be rejected by the commission. 
Fair return was described by the 
commission in these words: 


A fair return, as we understand the 
term, is a sufficient profit to enable 
the utility to (1) service its pres- 
ent borrowed capital commitments, 
(2) provide an adequate compensation 
to the owners of the equity of the busi- 
ness, (3) attract new capital—stock- 
holders, bondholders, or both — in 
order to be able to expand its plant 
as needs for its service arise, and to 
replace out-of-date or worn-out equip- 
ment with new models, which usually 
can be operated at a lesser cost. 


Re Northwestern Bell Teleph. Co. F- 
2361, June 17, 1953. 


Debt Ratio Reconstructed for Rate-making Purposes 


HE Tennessee commission denied 
Southern Bell Telephone & Tele- 
graph Company’s request for an intra- 
state rate increase. It said the company’s 
existing rates covered expenses, interest 
on debt, and reasonable dividends on 
stock, as well as a margin for surplus. 
In considering the adequacy of the 
rates, the commission reconstructed the 


397 


company’s capital structure on the basis 
of a 45 per cent debt ratio, although the 
company’s actual debt ratio averaged only 
23.8 per cent during the test year. Under 
a license contract the American Tele- 
phone and Telegraph Company must pro- 
vide necessary financial support for the 
operating company’s needs. It does this 
through investments in the subsidiary’s 
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common stock instead of bonds. Thus the 
parent company derives a greater net 
return for its own stockholders. 

The commission pointed out that un- 
der Federal tax laws dividends paid on 
common stock are not deductible for in- 
come tax purposes. Interest on bonded 
indebtedness, however, is deductible. 
Consequently, any increase in debt ratio 
would reduce income tax liability, aug- 
ment operating net income, and reduce 
the need for a rate increase. 

The commission said it would be un- 
able to achieve a balancing of consumer 
and investor interests if it were forced 
to accept, for rate-making purposes, any 
capital structure dictated by the parent 
telephone company. It concluded that 


the existing low debt ratio was contrary 
to public interest, whereas the 45 per 
cent debt ratio would be fair to both 
consumers and investors, 

The commission deemed it necessary 
to determine a fair dividend rate for the 
company’s common stock in order to 


compute an earnings requirement. But 
the real value of such stock cannot be 
determined in a competitive market since 
it is wholly owned by the parent com- 
pany. Moreover, the latter company’s 
ownership of equity securities of prac- 
tically every other large telephone com- 
pany foreclosed the telephone industry 
as a reliable source of information. 
Consideration of yields on common 
stock of natural gas companies was 
tempered by the relative newness of the 
industry and the probable speculative 
character of the equity securities, as well 
as the fact that there is not a single 


natural gas company of the financial 
stature of Southern Bell Telephone & 
Telegraph Company, a billion - dollar 
concern. 

The commission concluded that in- 
vestors would prefer to invest in com- 
mon stock of a telephone industry and 
to accept a lower yield than they might 
demand in the electric industry. It noted 
that under normal conditions the tele- 
phone industry is more secure in its 
financial setup. The risk factor in the 
electric industry was considered greater. 
That industry is faced with competition 
from the gas industry. Manufacturers 
are alert to the possible economy of gen- 
erating their own electricity. The electric 
industry is also faced with the threat of 
government ownership, a matter of con- 
cern to investors in electric companies. 
The commission finally adopted a divi- 
dend rate of 6 per cent for this 
proceeding. 

The company’s proof of “current cost” 
value of its intrastate properties was re- 
jected. The commission considered this 
an attempt to estimate the reproduction 
cost of old property at present-day prices. 
Such proof was deemed to be highly con- 
jectural, speculative, and unrealistic. The 
company would not replace old facilities 
with precise counterparts or at their 
original locations. Technological prog- 
ress in the growth of the industry has 
rendered obsolescent a substantial por- 
tion of these facilities. The more costly 
present-day replacements are more effi- 
cient and economical in operation. Re 
Southern Bell Teleph. & Teleg. Co. 
Docket No. U-3314. 


e 


Recreational Values Offset Power Production Value 


A application by Namekagon Hydro 
Company under § 4(e) of the 
Federal Power Act for authority to con- 
struct, operate, and maintain a proposed 
hydroelectric project on the Namekagon 
river was denied by the Federal Power 
Commission after considering the con- 
flicting values of recreational facilities 
and power production. 

The commission, as an incident to its 
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decision, ruled that the river was a 
navigable water of the United States, 
although Commissioner Smith, in a con- 
curring opinion, criticized the commis- 
sion’s “familiar position” that legal navi- 
gability in the Federal sense is shown be- 
cause a river has been used extensively 
for “loose logging.” 

The proposed project would provide 
the most economical source of power 
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wailable for distribution in the service 
seas Of the applicant’s two affiliated 
companies. Power is available from ex- 
isting hydroelectric facilities of other 
companies. Rates for such additional 
power, including costs of necessary trans- 
mission facilities, are slightly in excess of 
the costs of power generated from fuel. 
The most economical fuel power for the 
grea that would be served by the project 
would be that generated by diesel plants. 

The river is located in one of the prin- 
cipal recreational areas of the nation. 
Small-mouth bass fishing is one of the 
principal past and present resources of 
the river. The recreational and scenic 
values of the river are utilized by a large 
area, including the metropolitan areas of 
Milwaukee, Chicago, and the twin cities 
of St. Paul and Minneapolis. The com- 
mission thought there was merit in the 
contention by the state of Wisconsin and 
the Wisconsin division of the Izaak 
Walton League of America that the 
unique recreational values of the river 
should cause the commission to deny a 
license. 

Recreational values are given consid- 
eration in every license application be- 
fore the commission. The commission, 
however, realizes that in many cases 
where unique and most special types of 
recreation are encountered a dollar 
evaluation is inadequate as the public in- 


terest must be considered and it cannot 
be evaluated adequately only in dollars 
and cents. Unique and most special types 
of recreation have been preserved in the 
public interest at the cost of loss of power 
which is definitely ascertainable in mone- 
tary value. 
The commission said : 


The framers of the Federal Power 
Act undoubtedly were aware of these 
conflicting uses when they formulated 
the statutory guides found in § 10(a) 
for the issuance of licenses. Tremen- 
dous quantities of falling water—latent 
electric energy sources have been and 
remain unused because their scenic or 
recreational values have caused them 
to be placed in a superior position, In 
our national park system, the Great 
Falls of the Yellowstone river in 
Yellowstone National Park is an ex- 
ample of unused water power because 
of such recreational values. In the 
eastern part of the United States it is 
reasonably certain that the fullest pos- 
sible development of Niagara Falls for 
electric power will never be permitted 
as it would involve impairment or de- 
struction of the scenic value of the 
falls and water of great power value 
must continue to go unharnessed. 


Re Namekagon Hydro Co. Opinion No. 
257, Project No. 2097, July 30, 1953. 


= 


Telephone License and Supply Contracts with 
Related Companies Criticized 


Be Vermont commission considered, 
in one hearing, five telephone rate 
increases that had been suspended, but 
were in effect under bond. Such prior 
rates, yielding returns from 5.05 to 6.25 
per cent, were approved and future rates 
yielding a return of 6.25 per cent were 
considered reasonable. The company 
was ordered to refund all moneys collect- 
ed in excess of such rates. 

The commission first trained its guns 
on the company’s license contract with 
the American Telephone and Telegraph 
Company and a supply contract with the 
Western Electric Company. Objection to 


the license contract was based on the fact 
that one per cent of gross revenues were 
paid to the parent company but that such 
payment had no relation to the value of 
service received. An arrangement such 
as this, said the commission, is pregnant 
with possibilities for abuse and unfair 
treatment of the public. There was no 
evidence of bad faith on the part of either 
party; and since there was nothing in 
the record to aid in determining actual 
value of services, the commission could 
do nothing but record its dissatisfaction 
with the arrangement. 

The same criticism and conclusion 
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applied to the supply contract. The state 
pointed out that Western Electric earned 
a return of 8.6 per cent on its investment 
devoted to business with Bell customers. 
The state urged the commission to re- 
duce the company’s rate base and operat- 
ing expense to eliminate excess profits 
obtained by Western Electric on its sale 
of materials and equipment to the com- 
pany. In the commission’s judgment, 
such a relationship afforded a vehicle 
capable for improper practices, but no 
such practice had been made to affirma- 
tively appear. In the absence of such 
proof, the drastic action suggested by the 
state could not be taken, 

In discussing the separation of inter- 
state and intrastate plant, the commis- 
sion said that the Charleston Plan was 
a step in the right direction but that 
there remained, however, a substantial 
difference between state and interstate 
toll rates for calls of equal distance. The 
commission suggested that station line 
plant be separated on the same basis as 
the composite factor resulting from the 


= 


allocation of the remainder of the plant 
as between state and interstate use. 

It was pointed out that station equip. 
ment is used for conversation purposes, 
on the average, only about 2 per cent of 
the time and that it is standing by avail- 
able for use for the remaining 98 per 
cent of the time. Stand-by value of equip- 
ment, according to the commission, is 
more equitably reflected by separating 
the station equipment and its associated 
expenses on the basis of all the other 
plant with which it is associated than by 
separating it on subscriber line usage 
alone. 

As to the allocation of intrastate and 
interstate revenues, it was ruled that 
intrastate operations should not be re- 
quired to carry any part of the plant 
which is needed only to serve interstate 
business at its peak and that the month 
of highest use should govern the alloca- 
tion of plant to interstate business for 
the entire year. Re New England Teleph. 
& Teleg. Co. Nos. 2437 et al. June 5, 
1953. 


Book Examination Not Required for Sale of Preferred Stock 


‘ee ~ New York commission author- 
ized a telephone company to sell 
preferred stock to retire outstanding 
notes, without the requirement of a com- 
plete book examination. A present sale 
to its customers would be on favorable 
terms. 

No commissions would be paid. And 
it was desirable that the company sell 
such stock to improve its debt ratio 
so that its credit would be as favorable 


e 


as possible in view of a future large 
financing program. 

It was provided, however, that the 
proceeds be placed in a special fund to 
discharge the notes, with the balance to 
be used for construction. The commis- 
sion added a further provision that such 
fund be reimbursed if it was found that 
any note had not been issued for capital 
purposes. Re Highland Teleph. Co. Case 
16256, June 16, 1953. 


FPC Splits New England Market for Natural Gas 
And Reserves Decision on Export of Gas 


HE long-drawn-out struggle between 

Algonquin Gas Transmission Com- 
pany and Northeastern Gas Transmis- 
sion Company to obtain authority from 
the Federal Power Commission to serve 
the New England market has resulted in 
a commission order splitting the market 
between the two companies substantially 
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as agreed between them. The commis- 
sion, without announcing new regulatory 
principles, reviewed the evidence as to 
market requirements, adequacy of facili- 
ties, economic feasibility, gas supply, and 
financing. It concluded that the com- 
panies had satisfied the requirements of 
the Natural Gas Act on those points. 
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The settlement agreement between the 
companies had also provided that authori- 
zations be granted for the exportation of 
gas to Canada and to the service of other 


ests of the nation as a whole. We will, 
therefore, base our entire determina- 
tion on the record before us and in full 
conformity with the requirements of 
the Natural Gas Act. 


areas along the transmission system of 
Tennessee. The commission had consoli- 
dated those cases with the present pro- 
ceeding, but it said that the reasons for 
such consolidation were no longer appli- 
cable and the desirability of further con- 
solidation was not apparent at the time. 
The commission therefore declared that 
it would treat of the Canadian export 
situation independently of the New 
England situation. 

The position of the commission in re- 
gard to the proposed settlement was 
explained : 


Algonquin, in estimating expenses for 
future years, had assumed that Federal 
taxes on income would continue through 
August 31, 1958, at the present rates. 
In so doing, said the commission, the 
company ignored the fact that present 
Federal income tax laws provide that for 
taxable years beginning after March 31, 
1954, the tax is to be reduced. So long 
as the revenue statutes remain as they are 
at present, the commission continued, it 
should be presumed that they will become 
effective in the manner provided. Adjust- 
ments in tax figures, however, did not 
have any substantial effect on the ulti- 
mate findings as to economic feasibility. 

The public interest to be protected, 
said the commission, includes the interest 
of natural gas companies and investors 
in those companies. This must be con- 
sidered in disposing of competitive appli- 
cations. Millions of dollars had been ex- 
pended in the construction of substan- 
tially completed facilities of Algonquin. 
The interests of investors in stocks and 
bonds of this company, it was said, must 
be considered. 

The commission imposed various con- 
ditions, such as conditions that proposed 
customers fully comply with require- 
ments of the Natural Gas Act. Some 
companies purchasing gas from the pipe- 
line companies would be engaged in acts 
or operations subject to the provisions of 
the Natural Gas Act, for which certifi- 
cates of public convenience and necessity 
will be required. Re Algonquin Gas 
Transmission Co. Opinion No. 259, 
which natural gas is extended as re- Docket Nos. G-1319 et al. August 6, 
lated to the economic and other inter- 1953. 


e 
Rate Increase before Service Improvement Likened 
To the Cart before the Horse 


’ e Indiana commission refused to was inadequate. The company was 
_J allow a telephone company a rate warned that until it had modernized its 
increase because the company’s service 


The commission can neither be 
limited in its action upon separate 
applications properly before it, nor can 
it be confined to the proposed settle- 
ment as set out in the letter of July 
1, 1953. Our responsibilities under the 
Natural Gas Act call for broad con- 
siderations of public interests, and 
these interests manifestly extend to 
those matters which Congress has 
directed shall be considered in acting 
upon applications under the Natural 
Gas Act. As has been made abun- 
dantly clear, our primary responsibil- 
ity is to protect the public, within 
which lie the interests of consumers 
who can be or are served through 
interstate natural gas pipelines, the 
interests of natural gas companies and 
investors in those companies, the in- 
terests of producers and producing 
states in a satisfactory market for 
natural gas transported in interstate 
commerce, and above all, the effect 
upon the economy of the areas in 


plant inside and out and reduced to ten 
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the number of subscribers on rural lines, 
no increase would be allowed. 

The commission summarized its ob- 
jection to rate increases granted on the 
strength of promises of improved service : 


... to authorize a public utility to put 
increased rates into effect on ex parte 
proceedings, packed with self-serving 
declarations of company witnesses and 
commission engineers, as has been 
done in the past and further on the 
promise or plan of the company to 
make in the future certain necessary 


improvements and additions, so that 
an unsatisfactory service rendered 
would be remedied and setting a rate 
base on a speculative figure for plant 
valuation when such improvement 
would be made in the future, with a 
compensatory rate predicated thereon, 
is “putting the cart before the horse,” 
in short, it is rate making in reverse. 
The property and service must come 
first and then the rates and charges. 


Re Indiana Associated Teleph. Corp. No. 
22976, April 17, 1953. 


e 


Instructions Issued for Utilities Obtaining Accelerated 
Amortization Certificates 


'—o Louisiana commission, after re- 
ceiving requests from a number of 
utilities for accounting instructions with 
respect to Federal income tax results of 
accelerated amortization of defense facili- 
ties, decided to adopt a general rule 
applicable to all utilities obtaining emer- 


gency certificates. 

The effect of rapid amortization, the 
commission said, is to reduce income 
taxes during the 60-month amortization 
period and to increase taxes after the 
amortization period and during the re- 
maining lives of the properties, because 
no depreciation will be deductible after 
the 60-month period. The ultimate effect 
of the accelerated amortization is simply 
to defer the tax payments. No savings 
would be effected if the tax rates were 
not changed. 

The commission’s direction to the 
utilities required that the company’s 
books of accounts reflect normal depre- 
ciation and the normal Federal income 
tax for rate-making purposes. The in- 
structions as to the proper accounting 
treatment were divided into three sec- 
tions: accounting during the amortiza- 
tion period, accounting after the period, 
and supporting records. 

During the period, utilities should 
charge an amount equal to the tax reduc- 
tion due to the accelerated amortization 
to a new account “Provision for De- 
ferred Federal Income Taxes” and credit 
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the same amount to a separate miscel- 
laneous reserve subaccount entitled “Re- 
serve for Deferred Federal Income 
Taxes.” 

After the amortization period, the 
process works in reverse. A charge is 
made to this reserve account and a credit 
is made to an account called “Portion of 
Current Federal Income Taxes Deferred 
in Prior Years” of an amount equal to 
the increase in taxes payable for a given 
year because normal depreciation may 
not be taken on emergency facilities 
completely amortized. Other duties are: 


To maintain supporting records 
with respect to each necessity certifi- 
cate to reflect : (1) the amount of plant 
costs amortized, (2) the resulting re- 
duction in Federal income taxes, (3) 
the entries made in accordance with 
this order, and (4) any other pertinent 
information relative thereto as may be 
requested by this commission. 

To provide in its books of account 
for retirement of the properties cov- 
ered by the necessity certificates by 
appropriations to Reserve for Depre- 
ciation of Utility Plant in amounts 
consistent with its practice for like 
property not covered by necessity 
certificates. 


Re Federal Income Tax Accounting In- 
structions, Docket No. 6262, Order No. 
6172, February 25, 1953. 
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Other Important Rulings 


HE Federal Power Commission de- 
T Gidea that a presiding examiner 
should receive evidence relating to rate 
zones and the allocation of costs between 
customers of a pipeline corporation, over- 
ruling an objection that the commission 
does not have authority under § 4(e) of 
the Natural Gas Act to make an appor- 
tionment of costs of service between cus- 
tomers or between zones. Re Transcon- 
tinental Gas Pipe Line Corp. Docket No. 
G-2075, July 17, 1953. 


A pipeline company was authorized by 
the Michigan commission to construct a 
common carrier oil pipeline when it ap- 
peared that such construction was in the 
public interest and would aid the de- 
fense purpose during a period of national 
emergency. Re Lakehead Pipe Line Co. 
D-3903-53.1, March 31, 1953. 


The North Carolina Supreme Court 
ruled that the statute exempting motor- 
bus carriers from regulation in the trans- 


portation of passengers for, or under 
control of, the United States government 
exempted only carriers procured by the 
United States government, or trans- 
portation under the control of the United 
States government. Bryant v. Barber, 
75 SE2d 410. 


A commission may not deny authority 
to assign a motor carrier certificate on 
the ground that an amendment of the 
certificate was contemplated, for which 
a showing of public convenience and 
necessity was required, while contending 
that the failure to render an order within 
sixty days did not result in statutory ap- 
proval of the application because the ap- 
plication was actually one of assignment, 
tuled the Wisconsin Supreme Court. 
West Shore Express v. Public Service 
Commission, 58 NW2d 407. 


The fact that an air freight forwarder 
began illegal operations before issuance 
of the Civil Aeronautics Board’s policy 
statement as to the weight to be given to 
unlawful operations upon application for 
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letters was taken into account by the 
board upon such an application. Re Shul- 
man, Docket No. 5503, June 1, 1953. 


The sale of all the assets of a telephone 
company to another telephone company 
for less than the company’s depreciated 
original cost was approved by the In- 
diana commission because the sale was 
in the public interest and the present 
company was not willing or able to 
handle the contemplated growth and 
necessary plant expansion, Re Bruceville 
Teleph. Corp, No. 24050, March 27, 
1953. 


The Indiana commission held that the 
territory of a mutual telephone associa- 
tion, not subject to its jurisdiction, is 
open territory that may be served by any 
telephone company desiring to do so. 
Arnold v. Cope Mut. Teleph. Co. No. 
23676, March 27, 1953. 


The Colorado commission ruled that 
the transportation of United States mail 
may be considered in a proceeding to dis- 
continue certain passenger trains because 
of its effect on public convenience and 
necessity, although such mail service 
does not fall within commission jurisdic- 
tion. Re Denver & R.G. W. R. Co, Ap- 
plication No. 12107, Decision No. 40542, 
May 12, 1953. 


The Colorado Supreme Court refused 
to permit a motor carrier, authorized to 
serve an area, to recover damages because 
of an unauthorized carrier’s “wrongful” 
refusal to designate the company as its 
connecting carrier in a territory where 
there were five other carriers who could 
properly have been so designated, and 
where imaginary profits based on the 
business the company would have han- 
dled had it been selected as the connect- 
ing carrier were not substantiated by 
profit and loss records. Union Transfer 
Co., Inc. v. Airline Express, Inc. 256 
P2d 902. 


A commission decision, said the Ohio 
SEPT. 10, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


Supreme Court, must be accompanied by 
a written opinion setting forth the rea- 
sons prompting the decision arrived at, 
together with a résumé from the record 
of the facts upon which the decision is 
based. New York C. R. Co, v, Public 
Utilities Commission, 112 NE2d 667. 


The New Jersey Supreme Court up- 
held a commission’s refusal to allow a 
railroad to discontinue the operation of 
an unprofitable train where the evidence 
did not establish that both the over-all 
operation and the particular train sought 
to be discontinued were unprofitable. Re 
New Jersey & New York R, Co. 96 
A2d 526. 


A contract of a natural gas pipeline 
company providing for increased whole- 
sale gate rates was approved by the 
Louisiana commission only to the extent 
necessary to recover the higher purchase 
cost of the gas at the wells, where the 
increased expense of other operations 


would be offset by anticipated revenues 
from additional sales. Ex Parte United 
Gas Pipe Line Co. No, 6170, Order No. 
6170, February 24, 1953. 


The Wisconsin commission considered 
a proposed substitution of a flat charge 
for a percentage penalty for delinquent 
electric and water bills to be unduly dis- 
criminatory against small users, Re Two 
Rivers, 2-U-4021, 2-U-4022, June 5, 
1953. 


A telephone company which is allowed 
a smaller rate increase than it has re- 
quested is not required to make an elec- 
tion of either appealing from the adminis- 
trator’s order granting the modified in- 
crease or accepting the partial relief 
afforded it, but, according to the Rhode 
Island Supreme Court, may accept what- 
ever rate increase is given and still bring 
an appeal from the denial of the entire 
request. New England Teleph. & Teleg. 
Co. v. Kennelly, 95 A2d 886. 
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Re Laclede Gas Company 


Case No. 12,169 
May 19, 1953 


——- relating to distribution of funds segregated 
pending rate litigation; mode and manner of distribution 
determined. 


Reparation, § 50.1 — Reimbursement for tax paid — Failure to exercise due dili- 
gence. 
1. A request by a gas company to be reimbursed out of a segregated repara- 
tion fund for a gross receipts tax paid a municipality on amounts held in the 
fund was denied where the company did not exercise due diligence in paying 
the tax and made no attempt to consult counsel on a method of deferring 
payment while litigation affecting the fund was in progress, p. 101. 


Reparation, § 50.1 — Reimbursement from fund — Gross receipts tax. 
2. A gas company was denied reimbursement from a reparation fund for a 
gross receipts tax paid a municipality, which tax had included the amounts 
held in such segregated fund, although a previous Commission order relating 
to the fund had provided for a deduction for taxes which the company 
would be required to pay, where there was no evidence of any compulsion 
to pay the tax, nor of any resistance to the demands of the municipality for 
payment, p. 102. 

Reparation, § 50.1— Expenses — Segregated fund. 
3. The expenses incurred by a gas company in distributing a segregated 
fund, including the expenses of a statistical firm hired to handle the major 
proportion of the administrative details, were considered reasonable and 
deductible from the fund before distribution, p. 103. 


Reparation, § 50.1— Legal expenses. 
4. Legal expenses incurred by a gas company and a statistical firm hired 
by the company in distributing a segregated fund should not be borne 
entirely by the fund where some of the expenses relate to the administration 
of the fund and others are more directly related to the company’s general 
welfare, p. 104. 


Reparation, § 50.1 — Segregated fund — Customers to bear expenses of apportion- 
ment. 
5. The expenses of distributing a segregated fund of a gas company between 
two groups of customers should be borne by the two groups receiving the 
distribution, on a percentage basis, in proportion to the number of accounts 
in each group, p. 104. 


Reparation, § 43.1 — Persons to benefit — Contract customers. 
6. Customers of a gas company receiving gas service of an interruptible 
type known as “dump gas sales” were excluded from sharing in the distribu- 
tion of a segregated fund derived mainly from moneys set aside to make 
[7] 97 99 PUR NS 
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up the difference between reduced rates of a pipeline company and its previous 
rates pending the outcome of litigation to test the new rates, where such 
sales were on a contract basis at very low prices and were not made under any 
rate schedule filed with the Commission, p. 105. 
Reparation, § 39 —Segregrated fund — Method of apportionment. 

7. The amount to be distributed from a segregated fund to each subscriber 
of a gas company was determined by applying a refund factor per thousand 
cubic feet against the individual volume during the period in which the fund 
was accumulated, p. 105. 


Reparation, § 41 — Period of reparation — Time limit. 
8. One year was deemed a reasonable time for the distribution of refunds 
among the customers of a gas company, after its pipeline supplier’s rate was 
reduced, before a final order as to any balance remaining in the fund from 
unclaimed checks should be made, p. 105. 


Reparation, § 50 — Time limitation on checks. 


9. A 90-day limit was set in which subscribers could cash checks of a gas 
company distributing refunds in order to enable the company to ascertain 
which of the checks had reached the payees, p. 106. 


Reparation, § 39 — Apportionment of refund — Methods. 


Discussion of the method of obtaining refund factors to be used in making 
reparation from a segregated fund established when a pipeline’s natural gas 
rate was reduced, p. 105. 


(Covert, Commissioner, dissents in part.) 
7” 


APPEARANCES: Richard L. Eck- & Sons Hinge Mfg. Company, Lincoln 


hart, Richard D. Shewmaker & James 
M. Douglas, Thompson, Mitchell, 
Thompson & Douglas, St. Louis, Mo., 
for Laclede Gas Company; Paul J. 
Heenan, Pittsburg, Pa., for Missis- 
sippi Glass Company; John P. Ran- 
dolph, Washington, D. C., for Statis- 
tical Tabulating Company; Walter R. 
Mayne, St. Louis, for Midwest Piping 
Company; James T. Blair, Jr., Jeffer- 
son City, for The Medart Company; 
James E. Crowe and Forrest Ferris, 
Jr., St. Louis, for city of St. Louis; 
David E. Horn, St. Louis, Mo., for 
Knapp-Monarch Company, JBarry- 
Wehmiller Machinery Company, 
Carter Carburetor Corporation, Cen- 
tury Electric Company, Copper Clad 
Malleable Range Company, General 
Metal Products Company, C. Hager 
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Engineering Company, The Ludlow- 
Saylor Wire Company, Majestic Mfg. 
Company, Monsanto Chemical Com- 
pany, Southern Equipment Company, 
Inc., McQuay-Norris Mfg. Company, 
P. D. George Company; Thomas A. 
Johnson, General Counsel, for the 
Commission. 


Subsequent 


By the Commission: 
to the filing of the application in this 
case, applications for leave to inter- 
vene were filed by certain customers of 
Laclede Gas Company, the applicant, 
and at the time of hearing an additional 
application for leave to intervene was 


filed by additional customers. All of 
such applications were granted and 
those customers appearing as inter- 
venors are shown above in the ap- 





ious 
such 
any 


iber 
and 
und 
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pearances. The hearing was held be- 
fore the Commission en banc in the 
hearing room of the Commission at 
Jefferson City on March 23, 1953, 
after due notice to all interested par- 
ties. Appearances were as shown 
above. 

The application in this case was 
filed May 22, 1951. At the same time 
the applicant, Laclede Gas Company, 
instituted a suit in the circuit court 
of the city of St. Louis seeking a de- 
claratory judgment construing an or- 
dinance of that city as to gross receipts 
taxes, and further proceedings in this 
case were delayed until that litigation 
was concluded. 

A recital of events involving appli- 
cant during the past ten years, includ- 
ing references to certain earlier orders 
issued by this Commission, is neces- 
sary for a complete understanding of 
the matter now presented for our de- 
termination. 

Mississippi River Fuel Corporation 
(hereinafter referred to as Mississippi) 
is and has been the pipeline company 
supplying applicant with natural gas. 
A portion of Mississippi’s supply of 
gas was secured from Interstate Nat- 
ural Gas Company, Incorporated. In 
proceedings before the Federal Power 
Commission, Docket Nos. G-132 and 
G-149 (1943) 3 FPC 416, 48 PUR 
NS 267, the question of rates to be 
charged by Interstate to Mississippi 
was determined. The decision in that 
case was appealed to the United States 
court of appeals, fifth circuit, where a 
stay of the rate order was issued on 
June 14, 1943. That litigation was 
not concluded until July 15, 1950, with 
a result adverse to the Interstate. In 
the meantime Interstate had collected 
higher rates and the difference between 


the former rates and those fixed by the 
Federal Power Commission were paid 
into court. 

As a part of the decree entered July 
15, 1950, by the United States court 
of appeals, fifth circuit, the clerk of the 
court was ordered to and did refund 
to applicant the sum of $169,251.31. 
In addition, applicant received the sum 
of $54,505.45 which became due to the 
St. Louis County Gas Company under 
said decree. That company had been 
acquired by applicant during the time 
of litigation (see our Case No. 10,987, 
order issued 2—28-47). Thus, from 
the clerk of that court applicant re- 
ceived a total of $223,756.76. 

The decree, under which said sum of 
$223,756.76 was paid to applicant, pro- 
vided that such sum was to be dis- 
bursed by applicant to its consumers 
or otherwise as ordered by this Com- 
mission after hearing, and that nothing 
should prevent a distribution of this 
fund along with other funds which this 
Commission might order distributed, 
nor should anything prevent an appli- 
cation of a part of such sum to the 
expense of distribution or to reimburse 
applicant for taxes paid or incurred by 
reason of its receipt of said fund, if 
so ordered by this Commission. 

There is a second and larger fund 
involved. It had its beginning as a 
result of an order issued by this Com- 
mission on June 20, 1944, in Case No. 
10,444 entitled: “In the matter of the 
disposition to be made by the Laclede 
Gas Light Company of any impounded 
funds which may come into its posses- 
sion as a result of a final determination 
of proceedings pending before the Fed- 
eral Power Commission relative to 
rates charged for gas by the Mississippi 
River Fuel Corporation.” As hereto- 
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fore indicated, Mississippi was and is 
the sole supplier of natural gas to 
applicant. Laclede Gas Light Com- 
pany is the predecessor of Laclede Gas 
Company, applicant herein, there hav- 
ing been a change of name of this cor- 
poration early in 1950. Because our 
action in this case must be based on 
and in furtherance of our orders in 
Case No. 10,444, we deem it advisable 
to set forth the ordered portion of the 
report and order in that case, as fol- 
lows: 

“Ordered: 1. That the Laclede 
Gas Light Company shall pay to its 
customers as a refund any and all 
moneys refunded to Laclede Gas Light 
Company by Mississippi River Fuel 
Corporation under any and all orders 
of the Federal Power Commission in 
case Docket No. G—462 or in any other 
related proceeding before said Federal 
Power Commission, said refunds by 
Laclede Gas Light Company to be 
made to its customers under the orders 
and directions of the Public Service 
Commission of Missouri after deduct- 
ing therefrom the actual reasonable 
costs of distribution and any taxes re- 
quired to be paid thereon; that no part 
of such refunds shall be retained by 
Laclede Gas Light Company as income 
and Laclede Gas Light Company shall 
not in any manner profit from such 
refunds. 

“Ordered: 2. That Laclede Gas 
Light Company under the orders and 
directions of the Public Service Com- 
mission of Missouri shall, upon receiv- 
ing any reduction in rates to be paid 
to Mississippi River Fuel Corporation 
for natural gas by reason of any orders 
of the Federal Power Commission in 
case Docket No. G—462 or any related 
matters before said Federal Power 


99 PURNS 


Commission, reduce the rates charged 
the customers of Laclede Gas Light 
Company in such an amount as will 
equal any and all reductions in the rates 
charged Laclede Gas Light Company 
by Mississippi River Fuel Corporation, 

“Ordered: 3. That jurisdiction of 
this cause is retained by the Public 
Service Commission of Missouri for 
the purpose of supervising any refunds 
or rate reductions made to the cus- 
tomers of Laclede Gas Light Company, 
under Ordered: 1 and 2 hereof and for 
the further purpose of determining the 
amounts of such refunds and rate re- 
ductions to the various classifications 
of customers of Laclede Gas Light 
Company.” 

At the time this Commission author- 
ized applicant to acquire the assets and 
franchises of the St. Louis County Gas 
Company, Case No. 10,987, we also 
provided in Ordered: 14 of the report 
and order in that case that any amount 
which had been or in the future might 
accrue to applicant as the result of a 
reduction of rates charged by Missis- 
sippi should be paid to applicant’s 
customers in the manner and under 
the conditions set forth in our Order 
in Case No. 10,444. Therefore, we 
shall draw no distinction between the 
sums coming into the hands of appli- 
cant by reason of its acquisition of St. 
Louis County Gas Company and 
money refunded to it directly as a re- 
sult of its own purchases of gas from 
Mississippi. 

In case Docket No. G-462 the Fed- 
eral Power Commission ordered Mis- 
sissippi, on November 9, 1945, 4 FPC 
340, 63 PUR NS 839, to file new rate 
schedules reducing charges for sale 
of natural gas. New schedules were 
filed under protest and made effective 
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for all bills based on meter readings 
made after January 20, 1946. Begin- 
ning on that date, Laclede and St. 
Louis County Gas Company were 
billed by Mississippi at the former 
rates, but both companies paid Mis- 
sissippi on the basis of its new rate 
schedule and at the same time set aside 
money in an amount equal to the 
difference between the old rates and 
the new rates filed under protest. 

Mississippi sought a review in the 
courts of the order of the Federal 
Power Commission. That Commis- 
sion’s order was ultimately affirmed in 
part and reversed in part and the case 
was remanded. On July 20, 1948, 7 
FPC 802, the Federal Power Com- 
mission entered an order terminating 
Mississippi’s rate case and accepted 
for filing a new schedule of rates and 
charges which provided for rates 
somewhat higher than those filed under 
protest in January, 1946. That order 
of the Federal Power Commission 
provided that the schedule of rates and 
charges then tendered by Mississippi 
should be effective for all bills based 
on meter readings made after January 
20, 1946. 

As a result of that order, the final 
and exact amounts due by Laclede 
(and St. Louis County Gas Company ) 
to Mississippi for the period beginning 
January 20, 1946, became definitely 
determined, as a result of which appli- 
cant paid Mississippi $226,019.66. 
That amount represented the differ- 
ence between what had been paid 
Mississippi pursuant to the rates filed 
under protest and the amount which 
the order of the Federal Power Com- 
mission found due for the period in 
question in the schedule of rates and 
charges which that Commission ac- 
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cepted on July 20, 1948, supra. La- 
clede reduced its rates to its customers 
effective November 1, 1948, by an 
amount equal to the reduction in rates 
charged it by Mississippi pursuant to 
the Federal Power Commission order 
of July 20, 1948, supra. Between 
January 20, 1946, and November 1, 
1948, there had accumulated a total 
of $2,630,179.23 in excess of the 
amount actually paid Mississippi. 
From that amount Mississippi was 
paid $226,019.66, leaving an amount 
in the segregated fund of $2,404,- 
159.57 which it had collected from its 
customers in excess of the amount 
which it was finally determined was 
due Mississippi on gas purchases. As 
shown in the application filed herein, 
Laclede now holds that sum subject to 
distribution orders of this Commission. 
In addition, as earlier set forth herein, 
Laclede has received $223,756.76 from 
the clerk of the United States court 
of appeals, fifth circuit, and thus holds 
a total sum from both sources amount- 
ing to $2,627,916.33. It is that 
amount which is now before us for our 
orders in this case. 


[1] During the years 1946, 1947, 
and 1948, Laclede was subject to gross 
receipts tax ordinances of the city of 
St. Louis and certain municipalities 
in St. Louis county. In reporting its 
gross receipts to those cities, Laclede 
did not exclude the amount it set aside 
each month because of Mississippi's 
excessive billing charges. Laclede paid 
the gross receipts tax levied by the 
various municipalities, resulting in a 
total payment by Laclede of $98,471.91 
applicable only to that part of the 
segregated fund which was collected 
from consumers in the municipalities 
levying the tax. 
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As previously mentioned, in 1950 
after the payments of such taxes La- 
clede instituted a declaratory judgment 
suit in circuit court in St. Louis, 
against the city of St. Louis, concern- 
ing the gross receipts tax ordinance. 
It sought an interpretation of the ordi- 
nance which would permit it to recoup 
the total tax previously paid the city 
of St. Louis applicable to the segre- 
gated fund which is the subject of this 
refund application by means of an 
off-set against gross receipts tax due 
thereafter in the year or years in which 
the refund is made. That case reached 
the supreme court of Missouri, which 
court decided that Laclede could not 
recoup such earlier payments by with- 
holding a similar amount out of gross 
receipts taxes thereafter accruing under 
the ordinance. Laclede Gas Co. v. St. 


Louis (1953) — Mo —, 253 SW2d 


832. | 
Laclede now requests this Commis- 
sion to determine that the sum of 
$98,471.91 paid by it as gross receipts 
tax should be deducted from the seg- 
regated fund of $2,627,916.33 and to 
order it paid to Laclede as reimburse- 
ment for its payments in the years 
1946, 1947, and 1948, totaling that 
amount. Had Laclede exercised due 
diligence and care in those years, it 
is our opinion that the $98,471.91 
would not have been paid, in which 
event there would not now be a request 
for reimbursement. Laclede initiated 
conferences with the Internal Revenue 
Bureau of the United States Treasury 
Department, as a result of which the 
payment of income tax on the fund 
was deferred until all questions in the 
rate litigation and this distribution 
were settled. There is no claim ad- 
vanced by Laclede that it has any 


liability for payment of any income tax 
respecting its receipt of the segregated 
fund, and no payment of such has yet 
been made. Laclede’s doubt respect. 
ing the taxability of this fund for 
Federal income taxes should have 
raised a similar doubt concerning the 
liability of this fund for such gross 
receipts taxes, for both related to the 
same fund and Laclede well knew the 
circumstances under which, and the 
purpose for which, the fund was ac- 
crued. Laclede proved that it had 
employed counsel who arranged such 
deferment of the Federal income tax 
questions but produced no evidence 
that it had consulted or employed coun- 
sel respecting these gross receipts 
taxes. Had the same care been timely 
exercised as to gross receipts taxes, 
there is nothing in the record to in- 
dicate that a similar result would not 
have been reached. The $98,471.91 
was not paid by Laclede out of the 
fund now under consideration. 


[2] Our order in Case No. 10,444 
provided for deduction from the fund 
of taxes which Laclede would be “re- 
quired,” that is, compelled to pay. 
There is no evidence here of any 
irremediable compulsion, nor any evi- 
dence of any timely resistance what- 
ever by Laclede to the demand of the 
municipalities for payment. Certainly 
there was no showing that Laclede 
could not have tested, nor has any rea- 
son been given for not testing, the 
legality of the gross receipts tax levies 
as this fund accrued. Under the su- 
preme court decision heretofore cited, 
although the case was not decided on 
such point, there is ample reason to 
believe that the amounts put into the 
segregated fund did not represent 
“gross receipts” in the years in which 
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received. It is our view, therefore, 
that customer participation in the 
segregated fund should not now be 
diminished by allowing Laclede’s re- 
quest for reimbursement in the amount 
of $98,471.91 heretofore paid as gross 
receipts taxes. 

[3] In making a refund of a sum 
of money to many thousands of cus- 
tomers, there are certain expenses 
which cannot be avoided. Laclede pre- 
pared specifications of the estimated 
work involved in making the refund 
in this case, and accepted the bid of 
Statistical Tabulating Company to 
perform the work. It was estimated, 
in 1951, that 415,551 checks ultimately 
would be written, and Statistical esti- 
mated its charge at 23 cents per check, 
or a total of $95,576.73. At the time 
that agreement was made it was ex- 


pected that the work of the Statistical 
Tabulating Company would be com- 


pleted within about ninety days. By 
reason of delay resulting in connec- 
tion with the declaratory judgment 
suit, that work could not be completed 
and still has not been completed. It 
was necessary for that company to 
rent certain machines of a special type, 
of which there are only a few available 
in the country, and because there is a 
waiting list on rental of such machines 
of as much as two years, the Statistical 
Tabulating Company continued to rent 
certain machines from 1951 on to the 
present time in order to avoid the 
2-year waiting period to secure such 
machines after an order of distribution 
was issued by this Commission. The 
result has been a substantial increase 
in expense for those machines, for 
rental on space where the machines are 
maintained and, in addition to those 
items, that company was required to 
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pay higher wages and will have to do 
so for the balance of the processing 
work than would have been necessary 
had the entire job been completed in 
1951 as was originally expected. 


One of the items claimed, number 3 
in the items listed hereinafter, had an 
element of uncertainty. It is possible 
that the figure of $3,392.65 is some- 
what high. On the other hand, all of 
the figures as to extra cost are calcu- 
lated only to April 1, 1953, and we 
know there will be some additional 
expense on rental of machines and 
space for the months of April and May, 
1953. Since such additional expense 
will at least offset any amount which 
might be deducted from the figure of 
$3,392.65, we are inclined to leave 
that figure undisturbed and make no 
additional allowances for April and 
May. 

From the evidence presented con- 
cerning expenses by reason of the 
charges of the Statistical Tabulating 
Company, we find the following 
amounts to be proper charges against 
the funds in the hands of Laclede and 
to be deducted therefrom: 


1. Contract charge of 23¢ per 
check, securing necessary data, 
writing 415,551 checks and 


work cards $95,576.73 


2. Transcribing mames and ad- 
dresses to 52,768 checks and 
work cards above number in 


specifications estimate 2,639.40 


3. Delays in transcription by rea- 
son of required company use 


of meter books 3,392.65 


4. Prolonged rental of working 
space, utilities, and equipment 
resulting from 314 working 
days required instead of 90 
days as estimated 


5,835.05 


5. Increased clerical salaries and 
costs to recruit workers, and 
supervision, over 314 working 


days instead of 90 15,803.14 
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6. Waiting period charges, 10-1-51 
to 4-1-53, for check-writing 
machine, accounting machines, 
card storage space, packing 
records, account supervisor’s 
salary, and overhead 


10,577.18 


7. Legal fees, travel, and other ex- 
3,678.00 


8. Additional expense for process- 
ing remaining work at higher 
wages than in effect when con- 
tract was signed 


4,597.69 
$142,099.84 


[4] Item Number 7 above is listed 
on Statistical Exhibit “A” as $5,678. 
It is our view that the entire legal ex- 
pense incurred by Statistical should 
not be borne by the segregated fund, 
and we have deducted $2,000 from that 
item as the share of the legal expense 
which we believe should be paid by 
Statistical and not by the fund. 


The evidence shows that in addition 
to the work done and yet to be done by 
Statistical, it has been necessary for 
Laclede to assign certain of its em- 
ployees to do work in its office pertain- 
ing to the refund. It was necessary for 
certain employees to work overtime. 
There is advertising to be paid for. 
There will be letters to answer when 
mailing of refund checks begins. We 
find that all of the items claimed by 
Laclede as to its expenses, except legal 
expenses, should be paid in full from 
the fund. The total legal expense to 
Laclede is $30,349.82. We are of the 
opinion and find from the evidence that 
the legal expenses result in part from 
services incidental to the proper preser- 
vation and administration of the fund 
and also in part from the services hav- 
ing a relationship to the fund but hav- 
ing a more direct relationship to the 
interests of Laclede itself. Conse- 
quently, we believe it proper that a 
part of the legal expenses should be 
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paid by Laclede, and that a fair amount 
to be charged to the fund is a sum 
equal to three-fourths of the total. 


A summarization of the expenses 
paid and yet to be paid by Laclede in 
connection with the refund and which 
we believe should be charged to that 
fund is as follows: 


1. Payroll expense 

2. Verification of accuracy of com- 
putations 

3. Handling customer inquiries: 
a. Clerical payroll 
b. Supervisory payroll 
c. Postage, envelopes, etc. .... 
d. Executive and department 

head payroll 

e. Advertising, newspapers, and 


10,799.08 
3,655.87 


4,695.60 
22,762.37 
536.53 


$52,854.73 


4. Legal services and expenses .... 
5. Other expense—miscellaneous .. 


This will result in total expenses of 
$194,954.57 to be deducted from the 
fund; $52,854.73 of which is to 
Laclede as itemized, and $142,099.84 
to Statistical as itemized. 

[5] The evidence showed that dur- 
ing the period in question there were 
315,951 accounts in the city of St. 
Louis and 99,602 accounts in St. 
Louis county. The $2,627,916.33 seg- 
regated fund consists of $1,930,624.51 
collected from customers in the city of 
St. Louis and $697,291.82 from cus- 
tomers in St. Louis county. We be- 
lieve the expenses of distribution 
should be borne by the two groups of 
customers on a percentage basis, in 
proportion to the number of accounts. 
The accounts in the city of St. Louis 
are 76.0315 per cent and the accounts 
in St. Louis county are 23.9685 per 
cent of the total number of accounts. 


Computation of the amounts for dis- 
tribution will result as follows: 


104 





Amot 
city 
Less: 
of | 


Net 


find 
app 
net 
tiol 
the 
to 
tril 
du 
19. 
tio 
sh 
ap 
int 


RE LACLEDE GAS CO. 


Amount of fund received from 
city of St. Louis customers .. $1,930,624.51 
Less: 76.0315% of total expenses 

of $194,954.57 148,226.88 


Net amount refundable to city 
of St. Louis customers ....... $1,782,397.63 

Amount of fund received from 
St. Louis county customers .. 

Less: 23.9685% of total expenses 
of $194,954.57 


$697,291.82 
46,727.69 


Net amount refundable to St. 
Louis county customers 


$650,564.13 


[6] Applicant suggests, and we 
find this suggestion reasonable and 
appropriate, that the distribution of the 
net amount in its hands (after deduc- 
tion of such amounts as determined by 
the Commission to be proper) be made 
to those of its customers who con- 
tributed to the applicant’s revenues 
during the period from January 20, 
1946, to November 1, 1948. In addi- 
tion, we think a further limitation 
should be applied. During that period 
applicant rendered gas service of an 
interruptible type also known as “dump 
gas sales” to eight customers. Gas 
sales to most of such customers were 
on a contract basis. All such sales 
were at very low prices, and were not 
made under any rate schedule or tariff 
filed with this Commission. Those 
sales were the fruit of private and 
arm’s-length bargaining under pres- 
sures of competing fuels, and were not 
regulated sales. Except for those eight 
customers purchasing dump gas, we 
think all customers receiving gas serv- 
ice during the period mentioned, 
whether residential, general service, or 
industrial, should share pro rata on the 
basis of the amounts paid by them in 
the distribution to be made by the 
applicant of the fund here involved. 

[7] In order to determine the 
amount of refund due each customer, 
it is necessary that a formula be deter- 


, 
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mined which can be applied to each 
account and produce a result which 
will be fair to all customers entitled 
to participate in this refund. The 
formula suggested by applicant, and 
approved by our accounting staff, in 
our opinion will accomplish that result. 
That formula takes the total revenue 
during the period January 21, 1946, 
through October 31, 1948, and deter- 
mines the percentage of the total ap- 
plicable to each rate classification. 
That percentage is then divided into 
the distributable fund to determine the 
amount for distribution to each rate 
classification. The amount so deter- 
mined is then divided by the thousand 
cubic feet quantity of gas used by all 
the customers in the respective rate 
classification during the period in ques- 
tion to determine the refund factor per 
thousand cubic feet, to be applied 
against the volume used by each cus- 
tomer in such rate classification. Ap- 
plication of such factor against such 
individual volume will produce the 
amount of money due the individual 
customer. The formula is equally ap- 
plicable whether the customer was 
served all or only part of the whole 
period of time. 


The tables [on next page] show the 
determination of refund factor in each 
rate classification of the fund for dis- 
tribution to (a) customers in city of 
St. Louis and (b) customers in St. 
Louis county: 


[8] Because of the time which has 
elapsed since the period in which the 
money now to be refunded was col- 
lected by applicant, the evidence shows, 
and our experience with other refunds 
confirms such, that it may not be pos- 
sible to locate immediately all cus- 
tomers to whom refunds shall, by this 
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1. 


Rate Classification Revenue 


Mixed Gas Sales 
General 
Residential Htg. 
Commercial Htg. 
Industrial 
Water Heating 
Street Lighting 
Industrial Natural Gas Sales 
Firm load 


$21,003,670.56 
4,868,013.07 
102,175.29 
162,464.51 
24,248.66 
3,425.04 


2,609,985.43 


% Rate 


72.9954 
16.9181 


9.0706 


(a) 


2. 3. 4 5 


Amount of Refund Gas used Refund 
distributable (M. cu. ft.) factor 


1,301,068.28 
301,547.81 
6,329.29 
10,063.42 
1,502.56 
212.11 


161,674.16 


18,556,076.6 
7,576,539.3 
194,475.5 
222,488.8 
116,212.0 
3,191.9 


7,426,783.0 


070115 
039800 
032545 
045231 
.012929 
066453 


3551 
5646 
0843 
0119 


021769 





$28,773,982.56 


2 


Revenue 
$5,078,082.88 
4,760,986.72 
331,241.13 
26,611.18 


64,626.03 
2,178.00 


Rate Classification 

eee 

Space Heating 

Industrial 

Bakery Fuel . 

Large Volume Space 
Heating 

Street Lighting 


100.0000 
(b) 


% Rate 
49.4760 
46.3865 

3.2273 


ee 


1,782,397.63  34,095,767.1 


A kA 4. 5. 
Amount of Refund Gas used Refund 
distributable (M. cu. ft.) factor 
321,873.11 4,494,349.3 .071617 
301,773.93 6,783,032.3 044489 
20,995.66 603,943.2 034764 
1,686.91 43,680.4 .038619 


4,096.60 120,821.3 .033906 
137.92 784.8 = .017574 


2593 


.6297 
0212 





$10,263,725.94 


order, become payable. It is also prob- 
able, based on past experience, that 
some very small per cent of the refunds 
herein ordered will never be claimed. 
Therefore, we deem it proper and nec- 
essary to set certain time limits for 
handling the refunds and in which the 
same can be claimed, and further to 
retain jurisdiction over the fund in 
order to make a final order as to any 
balance remaining, if any, at the end 
of such time limit. 


It is anticipated by applicant that 
calculation, preparation, and mailing 
of refund checks can be accomplished 
within ninety days or less after the 
effective date of this order. Some of 
those checks will fail to reach the 
payee because of changes of address 
without leaving a forwarding address. 
It is planned by applicant that public- 
ity by advertising will be given to this 
refund, so that as many as possible of 
99 PUR NS 


100.0000 


650,564.13 12,046,611.3 


those whose checks do not reach them 
may subsequently apply to the appli- 
cant for same. It is our opinion that 
one year is reasonable time for appli- 
cant to hold all checks which are re- 
turned unclaimed, subject to the claim 
of the payee for same by establishment 
of his identity to applicant’s satisfac- 
tion. Therefore, we shall order dis- 
tribution made to all customers who 
contributed to the revenues of applicant 
within the period in question, exclud- 
ing dump gas sales customers, and who 
can be located or who assert their claim 
within one year of the effective date of 
this order. 


[9] We think it is proper that the 
checks issued by applicant bear a limi- 
tation of time in which the same can 
be cashed, in order that determination 
may be made in an orderly fashion as 
to which of them have reached the 
payees within such time limitation. 
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For such purpose we think a 90-day 
limitation to be fair and reasonable. 
Applicant shall not be required to issue 
a replacement check to any customer 
to whom an original check was mailed, 
upon assertion by such customer that 
the same was not received, until after 
ninety-five days shall have elapsed 
from the date of original issuance, in 
order that the 90-day validation period 
shall have elapsed and an additional 
3-day period allowed for such check 
to have cleared applicant’s bank in the 
event it could have been presented for 
payment within the 90-day limitation 
period appearing on the face of the 
check. 

It is, therefore, 

Ordered: 1. That of the total sum 
held by Laclede Gas Company amount- 
ing to $2,627,916.33, the sum of $1,- 
930,624.51 shall be applicable to re- 
funds to customers in the city of St. 
Louis, and the sum of $697,291.82 
shall be applicable to refunds to cus- 
tomers in St. Louis county, as desig- 
nated in Ordered: 4 hereof. 

Ordered: 2. That from the total 
sums available for distribution there 
shall be deducted amounts sufficient to 
reimburse applicant for its expenses in 
the amount of $52,854.73 and for 
expenses paid and payable to Statistical 
Tabulating Company in connection 
with refunding as outlined herein 
totaling $142,099.84, said sums to be 
deducted as follows: 


Amount applicable to city of St. 
Louis 


Deduct: expenses pro-rated .... 


$1,930,624.51 
148,226.88 


Net for distribution ........... $1,782,397.63 

Amount applicable to St. Louis 
COMMY ......... 

Deduct : expenses pro-rated .... 


$697,291.82 
46,727.69 


Net for distribution $650,564.13 
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Ordered: 3. That the purchasers of 
gas on an interruptible basis, known as 
dump gas sales, shall not participate 
in the refunding herein ordered. 

Ordered: 4. That the persons en- 
titled to share in the refund herein 
ordered shall be all of the customers, 
except industrial customers of inter- 
ruptible or dump gas, of Laclede Gas 
Light Company (now Laclede Gas 
Company) and St. Louis County Gas 
Company (now a part of Laclede Gas 
Company), who purchased gas during 
all or any part of the period January 
21, 1946, through October 31, 1948, 
inclusive, and who shall be located and 
paid or shall assert claim to be paid 
within one year from the effective date 
of this order. 

Ordered: 5. That Laclede Gas 
Company is authorized to limit the 
time for presentation for payment of 
the checks to be issued by it as herein 
provided to a period of ninety days 
from issuance; and shall not be re- 
quired to issue a duplicate or replace- 
ment for any check alleged to have 
been lost prior to ninety-five days from 
the date of issuance. 

Ordered: 6. That the method to be 
used in determining the amount due 
each customer to whom a refund is 
due, shall be by multiplication of the 
applicable refund factor times the 
thousand cubic feet of gas used by the 
customer during the period involved ; 
such refund factor to be determined by 
reference to the tables heretofore set 
out in this report and order in which 
a factor is shown for each rate clas- 
sification. 

Ordered: 7. That Laclede Gas 
Company shall proceed forthwith to 
carry out the refunding of the net sum 
of $2,432,961.76 to those customers 
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herein designated in amounts calcu- 
lated by the method herein provided, 
giving suitable and reasonable public- 
ity to the progress to that end, and 
shall report to this Commission at the 
end of 120 days as to the extent such 
refunding has been accomplished. 

Ordered: 8. That jurisdiction of 
this case shall be and is hereby retained 
by this Commission, for such further 
orders as may be deemed necessary 
including a final order as to any bal- 
ance remaining. 

Ordered: 9, That this order shall 
become effective ten days from the date 
hereof and the Secretary of this Com- 
mission shall serve a certified copy of 
same on each of the interested parties. 


Covert, Commissioner, dissents in 
separate dissenting opinion. 


Covert, Commissioner, dissenting : 
I concur in all of the majority opinion 
except that part dealing with the item 
of $98,471.91 paid by Laclede as gross 


receipts tax. Laclede paid this sum of 
money out of funds in its hands which 
otherwise would have accrued (less 
taxes) to it and to its stockholders. It 
did not pay these taxes out of the 
segregated funds. At the time the 
fund was accrued, being the same time 
that the gross receipts taxes on said 
fund were being paid, no one could tell 
what part, if any, would eventually 
be returned to the customers. There 
is no evidence but that these taxes 
were paid to the various municipalities 
involved in perfectly good faith by 
Laclede. It has now been determined 
that the amount in the fund is all re- 


fundable to the customers. As , 
result of such determination, such fund 
is not and never was a part of the 
gross receipts of the company. |p 
looking back, we can now see that a 
mistake was made by Laclede in paying 
said taxes on this fund. Failing to 
reimburse Laclede for this sum of 
money penalizes the company and its 
stockholders in the sum of $98,471.91, 
I cannot concur with the majority 
opinion that the order in Case No, 
10,444, in referring to taxes “te. 
quired” to be paid, intended to mean 
that Laclede would be reimbursed only 
for taxes which it was compelled to 
pay after compulsion and after resist- 
ing said payment. To so rule implies 
that it was the company’s duty to 
refuse payment and to pay said taxes 
only after being sued therefor by the 
various municipalities or, in the 
alternative, after having brought some 
sort of suit resisting their payment. 
Laclede has made every effort to re- 
gain this amount. Laclede _ first 
brought a suit which was taken to the 
supreme court. The ruling in that suit 
was to the effect that Laclede could 
not offset these taxes against taxes for 
later years. Laclede then made de- 
mand on the city for reimbursement for 
such taxes improperly paid, which de- 
mand was, by the city, refused. 

It is my opinion that Laclede has 
not been guilty of such negligence in 
this connection as would justify pe- 
nalizing it the sum of $98,471.97. 

It is my opinion that this item in 
this amount should be allowed to 
Laclede. 
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NEW HAMPSHIRE SUPREME COURT 


New England Telephone & 
Telegraph Company 


State 


97 NH 555, 92 A2d 408 
November 14, 1952 


PPEAL by telephone company from Commission order dis- 
A allowing increased rates; order suspended upon specified 
conditions. For Commission decision, see (1952) 97 PUR NS 
410. See later decision (1953) — NH —, 99 PUR NS post, 

p. 111, 97 A2d 213. 


Appeal and review, § 73 — Telephone rate order — Suspension pending appeal. 
An order of the Commission disallowing increased telephone rates and 
fixing lower permanent rates was suspended in the interest of justice pending 
final determination of an appeal from such order on condition that the com- 
pany file an undertaking to secure repayment of any excess charges collected 
and keep accounts sufficient to show any excess. 


Motion, in aid of an appeal under 
RL Chap 414, as amended by Laws 
1951, Chap 203, seeking suspension 
of an order of the Public Utilities 
Commission entered on September 29, 
1952, 97 PUR NS 410, disallowing 
a tariff of increased rates filed by the 
petitioner on September 1, 1951. The 
tariff, except for toll rates, was placed 
in effect by the company on April 1, 
1952, as permitted by RL Chap 292, 
§ 6, as amended, under a bond condi- 
tioned as therein provided. The order 
for permanent rates from which the 
appeal is taken, authorizes exchange 
rates calculated to produce additional 
annual revenues of $350,318 as com- 
pared with $1,638,000 in additional 
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revenues from both exchange and toll 
service sought by the company. 

The Commissioner’s order of Sep- 
tember 29, 1952, supra, is held in 
abeyance by its further order of Octo- 
ber 3, 1952, pending determination by 
this court of the motion for suspen- 
sion now before it. The motion was 
filed in this court on October 31, 1952, 
and arguments heard on November 


6th. 


APPEARANCES: Sulloway, Piper, 
Jones, Hollis & Godfrey, Concord, T. 
Baxter Milne, Boston, Mass., and 
John M. Gepson (James B. Godfrey, 
Concord, orally), for the company; 
Gordon M. Tiffany, Attorney General 
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and John N. Nassikas, Assistant At- 
torney General, for the state. 


Per Curtam: In 1951 the legisla- 
ture provided that the Public Utili- 
ties Commission may suspend higher 
rates filed by a public utility, for a 
period not exceeding a year pending 
investigation by the Commission, but 
that the proposed rates may neverthe- 
less be placed in effect by the utility if 
their reasonableness has not been de- 
termined at the expiration of six 
months from the filing, provided the 
utility furnishes a bond “to secure the 
repayment to the customers , 
of the difference, if any, between the 
amounts collected under said schedule 
of rates and the schedule of rates de- 
termined by the Commission . . . .” 
Revised Laws, Chap 292, §6, as 
amended by Laws 1951, Chap 203, 
§ 46. 

The statutory procedure was fol- 
lowed in this case, so that the rates 
presently in effect are those filed by 
the company on September 1, 1951, 
and placed in effect on April 1, 1952. 
The company seeks a suspension of 
the Commission order disallowing 
these rates so that they may remain 
in effect (subject to a repayment bond 
or undertaking) pending a determina- 
tion of the merits of the company’s 
appeal. 

[1] The question presented is 
whether justice requires such a sus- 
pension until the merits of the pend- 
ing appeal can be presented to this 
court and reviewed by it. Revised 
Laws Chap 414, § 20, as amended by 
Laws 1951, Chap 203, § 16; Chicopee 
Mfg. Co. v. Public Service Co. 
(1952) 97 NH 553, 96 PUR NS 
189, 89 A2d 751. As matters now 
99 PUR NS 
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stand the court is in no better posi- 

tion to determine the merits of the 
appeal than was the Commission on 
April 1, 1952, to determine the rea- 
sonableness of the rates proposed by 
the company. We are of the opinion 
that justice will best be served by a 
continuance of the rates presently in 
effect under suitable bond or under- 
taking. Such an order is consistent 
with the legislative policy indicated 
in the revision of RL Chap 292, § 6, 
supra. Consumers will be protected 
by the company’s undertaking for 
repayment. No comparable provision 
of the statute exists which might be 
utilized to afford similar protection 
to the utility, if the order of the Com- 
mission should be permitted to take 
immediate effect. Moreover, con- 
tinuance of the currently effective rates 
pending the appeal is likely to be pro- 
ductive of less disruption both to the 
public and the company than would 
arise from immediate institution of 
the rates prescribed by the Commis- 
sion, followed by reversion to higher 
rates in the event the company should 
successfully maintain its appeal. 

The state has urged that the order 
of the Commission be permitted to 
take effect subject only to suspension 
of provisions requiring repayment to 
customers of excess rates already col- 
lected under the bond. It is asserted 
that approximately $700,000 so col- 
lected, if retained by the company 
pending its appeal, will afford it suffi- 
cient security for reimbursement for 
any revenues it may lose pending the 
appeal should the rates fixed by the 
Commission be held inadequate. The 
argument disregards the company’s 
contention, which we are presently in 
no position to evaluate, that the rates 
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prescribed by the Commission are less 
than adequate by approximately 
$100,000 a month, so that ultimately 
it should be held entitled to an amount 
in excess of the $700,000 which the 
order of the Commission provides 
shall be repaid to customers. In the 
light of these conflicting claims, pres- 
ervation of the status quo would seem 
best to serve the ends of justice. 
Revised Laws Chap 414, § 13, pro- 
vides that upon appeal the burden of 
proof is upon the company and that all 
findings of fact by the Commission 
shall be deemed to be prima facie law- 
ful and reasonable. This provision 
has been considered but furnishes no 
helpful guide in determining the ques- 


tion presented by the company’s pre- 
liminary motion for suspension. 

The order of the Commission is 
suspended, upon condition that the 
company forthwith file with this 
court its undertaking for the prompt 
repayment of all excess rates over 
and above the rates finally determined 
to be reasonable and just, and upon 
the further condition that the com- 
pany keep such accounts as shall suf- 
fice to show the amount which it will 
hereafter collect in excess of the 
amount which it would have collected 
in the absence of such suspension, 
such accounts to be open to inspection 
by or on behalf of the Public Utilities 
Commission. 

So ordered. 





NEW HAMPSHIRE SUPREME COURT 


New England Telephone & 
Telegraph Company 


Vv. 


State 


— NH —, 97 A2d 213 
June 2, 1953 


PPEAL from order fixing intrastate telephone rates at lower 
A level than proposed by the company; appeal dismissed. For 
Commission decision, see (1952) 97 PUR NS 410. For earlier 
court decision, see (1952) 97 NH 555, 99 PUR NS ante, p. 109, 

92 A2d 408. 


Apportionment, § 7 — Interstate and intrastate telephone plant, revenues, and ex- 
penses — Actual exchange use. 

1. Evidence was held to support a Commission finding that, as a comparable 

measure of relative use for the purpose of allocating interstate-intrastate 

plant, revenues, and expenses for the purpose of fixing intrastate telephone 
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rates, exchange use was more nearly equivalent to actual toll use if the 
former was divided by three, as against the possibility of equating exchange 
minutes of use by two, p. 115. 

Valuation, § 17 — Formula — Rate base determination. 
2. The Commission is not bound by law to adopt any single formula or a 
combination of formulas in determining a proper rate base, and the formula 


followed should not be rejected unless it plainly contravenes the statutory 
scheme of regulation or violates the law in some other respect, p. 116, 


Apportionment, § 7 — Telephone company — Interstate and intrastate properties 
— Active relative use basis. 
3. The actual relative use basis of separating interstate and intrastate tele- 
phone plant, revenues, and expenses is not the only legally acceptable method 
of separation, and the Commission may, within the ambit of its statutory 
authority, make pragmatic adjustments which may be called for by par- 
ticular circumstances, p. 116. 


Apportionment, § 7 — Telephone properties — Interstate and intrastate operation. 
4. The determination of the extent of the use, in either intrastate or inter- 
state operation, of telephone property used in common for both and the 
ascertainment of comparable use-units which will afford a basis for a reason- 
able division of property and expenses between such uses, is not a process 
which can be held correct or incorrect to a mathematical certainty, and a 
practical method which recognizes the different uses and reflects in a reason- 
able way their relative proportion is not to be condemned because it differs 
from other methods in use, p. 116. 


Return, § 26 — Cost of capital — Debt ratio as factor. 
5. Debt ratio is an important factor in a telephone company’s rate of return 


and must necessarily be considered in fixing rates, since it substantially 
affects the manner and costs of obtaining new capital, p. 119. 


Return, § 26 — Cost of capital — Debt ratio. 
6. The Commission, in fixing telephone rates, may legally determine a just 
and reasonable rate of return upon a capital structure different from the 
actual structure of the company at the time the case is adjudicated, p. 119. 


Return, § 113 — Telephone company — Confiscation. 
7. A return of 5.75 per cent was not considered confiscatory for a telephone 


company although it was conceded that such a return was not the only sus- 
tainable rate that could be allowed, p. 119. 


Appeal and review, § 52 — Rate base determination — Working capital allowance. 
8. Whether and to what extent funds received by a telephone company. 
mostly from taxes collected, should be deducted from cash working capital 
allowances is a question of fact to be decided by the Commission under the 
circumstances of the case before it, p. 121. 


Return, § 26 — Attraction of capital — Debt ratio factor — Absorption ratio. 


Discussion of expert testimony relating to debt ratio and absorption ratio 
measures of capital structure as affecting reasonableness of return of a 
telephone company, p. 120. 


(BLANDIN, J., dissents in part.) 


¥ 
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Appeal, under the provisions of 
RL Chap 414, §§ 6 and 7 from an or- 
der of the Public Utilities Commis- 
sion known as order 6138 fixing per- 
manent rates to be charged by the ap- 
pellant company. 

On September 1, 1951, the compa- 
ny pursuant to the provisions of RL 
Chap 292 filed with the Commission 
a new tariff calculated to produce a 
gross revenue increase of $1,638,000 
effective October 1, 1951. On Sep- 
tember 25th the Commission sus- 
pended this tariff pending investiga- 
tion and hearing. On April 1, 1952, 
pursuant to the provisions of RL Chap 
292, $6, as amended, the company 
placed in effect, under bond, the filed 
schedule of exchange rates (but not 
toll rates) calculated to produce an 
additional $1,480,000 of annual ex- 
change revenues. 

Ater hearings, the Commission on 
September 29, 1952, 34 NH PUC 198, 
97 PUR NS 410, 414, issued the or- 
der which is the subject of this appeal. 
This order disallowed the rates filed 
in the tariff of September 1, 1951. It 
ordered the company to file forthwith, 
for approval by the Commission, ex- 
change rates designed to produce an- 
nual revenues of $350,318 more than 
produced by the rates in effect prior to 
April 1, 1952, to be effective, as of 
the latter date, when approved. On 
November 14, 1952, this court sus- 
pended the order of the Commission 
upon the filing of a repayment under- 
taking by the company. New Eng- 
land Teleph. & Teleg. Co. v. State, 
97 NH 555, 99 PUR NS ante, p. 109, 
92 A2d 408. 

The position of the parties and the 
main issues in controversy were set 
out by the Commission in its report. 


[8] 113 


“Out of the records (the) 
testimony of the witnesses 
. , and the many exhibits intro- 
duced, there emerge two basic ques- 
tions and upon the proper decision of 
these two issues, rests the entire case, 
namely, separation of the plant to 
determine the intrastate investment, 
and the rate of return to be earned in 
that investment. Counsel for the 
company argues that it is entitled to, 
and requires, a 74} per cent rate of 
return on a rate base of $21,176,077 
for the ‘test year’ 1951, or $21,283,- 
700 for 1952. Counsel for the state 
submit that a rate of return between 
5.25 per cent and 5.75 per cent on a 
rate base of $18,344,119 for the ‘test 
year’ 1951, or $18,729,015 for 1952, 
is just and equitable.” 

The Commission found for the 
“test year” 1951 a net plant of $18,- 
243,569, added thereto working capi- 
tal of $144,093, making the total rate 
base $18,387,662. For 1952, it 
found a net plant of $18,782,982, add- 
ed working capital of $241,575, for a 
total rate base of $19,024,557. The 
Commission allowed a rate of return 
of 5.75 per cent thereon. 

The company contends that the 
effect of the Commission’s order is to 
require it to provide intrastate tele- 
phone service in New Hampshire at 
rates and charges which are unjust 
and unreasonable and insufficient to 
yield a fair return on its property in 
violation of RL Chap 292, §7 and 
Const., Pt I, art 12. More specifi- 
cally the company claims that the Com- 
mission erred in determining what 
portion of the company’s property was 
used and what portion of its expenses 
was incurred in rendering intrastate 
service. This issue has been denomi- 
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nated “Separations.” The company 
also contends that the rate of return 
allowed is less than reasonable within 
the concept of New England Teleph. 
& Teleg. Co. v. State (1949) 95 NH 
353, 361, 78 PUR NS 67, 64 A2d 
9, and is in fact less than the cost of 
capital to the company and hence con- 
fiscatory. Other facts appear in the 
opinion. 


APPEARANCES: Sulloway, Jones, 
Hollis & Godfrey, Concord and T. 
Baxter Milne, and John M. Gepson, 
Boston, Mass., for the company; John 
N. Nassikas, Deputy Attorney Gen- 
eral, for the state. 


LAMPRON, J.: The issue dealing 
with separations arises because sub- 
scribers use most of the plant of the 
company in New Hampshire in com- 
mon for local or exchange calls, intra- 
state toll calls, and interstate toll calls. 
The company’s books of accounts, 
however, have to be kept according to 
a “Uniform System of Accounts” pre- 
scribed by the Federal Communica- 
tions Commission which does not pro- 
vide for the showing of intrastate and 
interstate results separately. The 
Commission having jurisdiction over 
intrastate operations only, the com- 
pany’s investment, expenses, and 
revenues have to be apportioned be- 
tween intrastate and interstate. 

The company contends that under 
applicable legal principles this separa- 
tion must be made on the basis of the 
actual relative use of the facilities in 
the two services. The state main- 
tains that these principles do not de- 
mand an apportionment on that basis, 
but require no more than an appor- 
tionment by a practical and reasonable 
method by which the different uses of 
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the property may be recognized as an 
element of arriving at an intrastate 
valuation, provided that such recogni- 
tion will result in just and reasonable 
rates. 

For a considerable period of years, 
representatives of the Federal and 
state regulatory bodies and of tele- 
phone companies have co-operatively 
considered methods and procedures of 
effectuating this separation. Two 
plans in particular have evolved. One 
is the Separations Manual of 1947: 
“The fundamental basis on which 
separations among exchange, state 
toll, and interstate services are made, 
is the use of telephone plant in each 
of these services. Separations are 
made on the ‘actual use’ basis, which 
gives consideration to relative occu- 
pancy and relative time measure- 
ments.” The other is a revision of 
the above made in 1951 and is gener- 
ally referred to as the Charleston 
Plan: “The exchange plant has be- 
come increasingly complex in nature 
in recent years . This complex- 
ity has correspondingly increased the 
work involved in the preparation of 
the separation studies. It, therefore, 
would be desirable to incorporate as 
great a degree of simplification as can 
be employed consistent with reason- 
able separations procedure. While it 
has been concluded that sound separa- 
tions procedures should be based on 
the ‘use’ principle, it has been recog- 
nized that there are different methods 
by which these measurements may be 
employed to allocate the plant.” 

The Commission found supra, 97 
PUR NS at pp. 414, 417, “long 
standing dissatisfaction with the Sepa- 
rations Manual and its results, when 
applied to New Hampshire, y 
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It also found that “the Charles- 
ton Plan increases the amount 
of plant and associated expenses as- 
signed to interstate toll service, thus 
partially relieving [subsidization of 
the toll plant] but . . it 
till fails to properly evaluate the true 
state of conditions here in New 
Hampshire.” It further found that 
the state introduced “a plan of separa- 
tions which more equitably meets the 
actual situation The New 
Hampshire Plan [so-called] 

is based on local conditions of use, 
with the principles of the 1947 Manu- 
al being used fully in grouping the var- 
ious items of plant, and local factors 
used to arrive at an allocation.” It 
“modifies the 1947 Manual only in 
dividing the local exchange minutes of 
use by three, and using the same cate- 
gories of plant and factors as con- 
tained in that Manual. The alloca- 
tion is made, however, at the time of 
maximum use [July-August] in con- 
trast to the average annual usage as 
determined by the company.” 

The company argues that by so 
doing the Commission adopted a 
method of separations which departed 
not only from the standard methods 
but from the basic principle of actual 
relative use; that its apportionment 
was inherently arbitrary, without 
substantial support in the evidence, 
and constituted error as a matter of 
law. 

The separation on which the parties 
disagree affects about 65 per cent of 
the company’s total plant in New 
Hampshire, commonly referred to as 
the “subscribers’ line plant.”’ It con- 
sists of the telephone instruments and 
associated equipment on the premises 
of the subscribers, the lines from those 
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telephones to the central office, includ- 
ing supporting structures, and much 
of the local central office equipment. 
The company contends that by adopt- 
ing the New Hampshire Plan, the 
Commission excluded for the year 
1952 over $1,450,000 of property and 
$250,000 of expense from intrastate 
operations. The state maintains the 
difference in investment is $1,194,- 
618 and $135,000 in expenses. 

[1] We shall first consider the di- 
vision of the exchange use by three. 
The Separations Manual provides 
that the subscribers’ line plant be ap- 
portioned as follows: multiply the 
number of intrastate toll calls, inter- 
state toll calls and exchange calls, re- 
spectively, by the average time each 
type of call uses this plant thus ob- 
taining the total minutes of use. Cal- 
culate the relationship of the minutes 
of interstate use to the total minutes 
of use. The percentage thus obtained 
is called the subscriber line use factor 
commonly abbreviated to “SLU fac- 
tor.” This percentage is applied to 
the cost of the subscribers’ line plant 
and to the associated expenses to ar- 
rive at the amount in dollars which 
should be apportioned to interstate, 
the balance being intrastate. 


The state agrees that the separation 
of that plant should be made on the 
basis of the relative use of its facilities 
for intrastate and interstate services. 
But it argues that this comparison 
must be made between comparable use 


units. Witness Gerrish, called by the 
state as an expert, testified in sub- 
stance that unlimited exchange calls 
for which the subscriber pays a flat 
monthly charge are not comparable 
to toll calls. The latter are a timed 
message conversation. A price con- 
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sideration is attached to each call. 
Unlike an exchange call, an additional 
charge is assessed for each extra min- 
ute of use over the initial rate. The 
use is constricted both in the inception 
and duration by the price tag on each 
call. On the contrary the subscriber 
may make exchange calls at will un- 
restrained by any price consideration 
for the initiation or the duration of 
the call. 

Gerrish further testified that it was 
his opinion, corroborated by the com- 
pany’s own experience with extended 
area service, that where short haul toll 
charges are removed between certain 
exchanges, calls not only triple in 
number but their duration also in- 
creases. Hence the determinants of 
the SLU factor, viz.: number of calls 
and time each type of call uses the 


plant, are thereby affected. To the 
same effect a company engineer as- 
sumed a 35 per cent constriction or 
curtailment of service would result if 
coin box charges were to be increased 
in this state from 5 cents to 10 cents 


for local messages. In support of the 
same principle witness Burroughs 
testified that when the company desires 
to stimulate the toll calling rate in 
order to maintain maximum use from 
the toll plant, it reduces its toll rates 
for evenings, Sundays, and holidays. 

Because of these factors, it was 
Gerrish’s opinion that to make ex- 
change and toll calls comparable units 
from which to determine the relative 
use of the subscriber’s line plant, the 
free and unlimited exchange use must 
be equated to measured or toll use. 
This is to be accomplished by divid- 
ing the exchange use by three (or 
multiplying the toll use by three) be- 
cause the company’s experience dem- 
99 PUR NS 


SUPREME COURT 


onstrates that their respective ug 
would be affected at least in that pro. 
portion if their differentiating charg 
factors were removed. The evidence 
supports the Commission’s _ finding 
that as a comparable measure of rela. 
tive use actual exchange use is more 
nearly equivalent to actual toll use if 
the former is divided by three. 

The company has criticized, as 
based upon a distortion or misunder- 
standing, the state’s claim that the 
Charleston Plan departs from the 
basis of actual use because it involves 
dividing or equating exchange min- 
utes of use by two. However, the 
state logically argues that on an ex- 
change call of five minutes duration 
the actual use of each subscriber’s sta- 
tion (instrument) and loop is five 
minutes, and this constitutes a total of 
ten minutes of actual use of the two 
stations and loop involved. It fur- 
ther argues that under the Charleston 
Plan of measurement which considers 
it as being five message minutes of use 
or total call minutes (T.C.M.) that 
in fact constitutes a division of the ex- 
change use by two and results in toll 
minutes of use being weighted two to 
one for exchange minutes of use. It 
could be found that this plan would 
not be as practical and equitable a 
method of recognizing the relative 
uses of the company property as the 
New Hampshire Plan which involves 
a division of the exchange use by 
three. 

[2-4] We direct our attention next 
to the apportionment of the compa- 
ny’s plant and expenses on the basis 
of July-August calls or on a peak-load 
theory, so-called. The company 
asserts that this accounts for a differ- 
ence in net plant allocation of $640,- 
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400 and in operating expenses (ex- 
cluding Federal income tax) of 
$114,000. 

As we have seen, the interstate 
SLU factor is, in broad terms, the 
percentage that interstate subscriber 
line usage represents of total sub- 
scriber line usage for all types of 
calls. The two fundamental compo- 
nents of the SLU factor are there- 
fore (1) number of messages and (2) 
the holding time. The number of calls 
can be readily determined with al- 
most mathematical accuracy. This is 
not so, however, as regards to holding 
time. To determine the composite 


holding times component the com- 
pany took a total sample of 900,000 
observations of call use in the state 
out of a total annual call use of 210,- 
000,000. This measurement is influ- 
enced also by the period of time when 


the study is made, the selection of 
sample offices and the application of 
the results so obtained to nonstudy 
offices. 

Gerrish testified that the telephone 
plant is planned to provide a satisfac- 
tory service at all times. Since, how- 
ever, it cannot be installed and re- 
moved from hour to hour and day to 
day, it must be designed to provide 
for the maximum use, and is always 
so built by the company. The vol- 
ume of toll traffic during the months 
of July and August is far above the 
average for the year. To make a 
cost allocation of the plant installed 
to take care of this high usage on the 
basis of average annual use is un- 
sound and unreasonable. Only if the 
relative use between one type of serv- 
ice and another were constant could 
reasonable results be obtained in this 
manner. Since the toll usage is the 
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portion that markedly increases in 
the summer, especially the long line 
and interstate toll, and the plant as 
constructed is installed to provide suf- 
ficient equipment to handle this par- 
ticular load, then the allocation at this 
time reflects the true cost and also the 
relative costs to be assigned each type 
of service. This substantial season- 
al influence which aggravates the peak 
load to a greater degree than in other 
states served by the company is in his 
opinion unique to New Hampshire 
and Maine. 

The Commission in accordance 
with this testimony modified the SLU 
factor in this manner. It applied the 
company’s average annual holding 
times to the number of calls made 
during July and August instead of to 
the average annual number of calls. 
The state maintains that by so doing 
the Commission did not ignore the 
actual use of the plant for the other 
ten months because it applied the 
company’s holding time averages 
which are based on annual use to the 
number of calls during the peak use 
to properly reflect the unique situa- 
tion which prevails in New Hamp- 
shire and thereby effect an equitable 
allocation as between the two classes 
of services. This is evident it main- 
tains when we consider that telephone 
facilities are provided for combined 
peak load requirements of exchange, 
intrastate toll, and interstate toll users. 
The demand measured by minutes of 
use of both interstate and intrastate 
toll users reaches its peak in July 
and August. The demand measured 
by minutes of use of exchange 
users reaches its peak in August, and 
July-August average exchange de- 
mand is almost coincident with an- 
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nual average demand for exchange 
service. 

The company argues that because 
the property and expenses of the com- 
pany are jointly used and incurred in 
rendering both interstate and intra- 
state service and because regulatory 
jurisdiction is divided between state 
and Federal authority the need for a 
firm and definite standard to delineate 
the respective fields of authority is 
apparent. Under long-established 
legal principles this standard is the 
relative use actually made of the facili- 
ties by each service. The Minnesota 
Rate Cases (Simpson v. Shepard) 
[1913] 230 US 352, 57 L ed 1511, 
33 S Ct 729, 48 LRA NS 1151, Ann 
Cas 1916A 18; Smith v. Illinois Bell 
Teleph. Co. 282 US 133, 75 L ed 
255, PUR1931A 1, 51 S Ct 65; Nor- 


folk v. Chesapeake & P. Teleph. Co. 
(1951) 192 Va 292, 89 PUR NS 


33, 64 SE2d 772. Accordingly, the 
standard methods of separations 
which have been adopted by the Fed- 
eral Communications Commission and 
the National Association of Railroad 
and Utilities Commissioners and used 
by the company in this case are based 
on actual relative use. It also claims 
that by departing radically from these 
methods and this basis the Commis- 
sion excluded from intrastate substan- 
tial amounts of the company’s invest- 
ment and expenses which are not 
recognized as interstate under the 
standard separation methods, with the 
result that the company is compelled 
to devote this property and these ex- 
penses to the public service without 
compensation. This action it main- 
tains is contrary to law. 

It is true that as much uniformity 
as possible is desirable in the method 
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of separation to be used by Federal 
and state authorities. However jf 
the argument of uniformity that the 
state of New Hampshire must neces- 
sarily use the same methods of separa- 
tion as those used by the Federal Com- 
munications Commission is carried 
to its ultimate conclusion then it runs 
afoul of the fundamental legal mean- 
ing of the term “appropriate recogni- 
tion of the competent governmental 
authority in each field of regulation.” 
Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 US 151, 155, 78 L ed 
1182, 3 PUR NS 337, 340, 54 S Ct 
658. 

The Commission is not bound by 
law to the service of any single formu- 
la or a combination of formulas in de- 
termining a proper rate base. New 
England Teleph. & Teleg. Co. v. State 
(1949) 95 NH 353, 357, 78 PUR NS 
67, 64 A2d 9; Chicopee Mfg. Co. v 
Public Service Co. (1953) 98 NH 5, 
10, 98 PUR NS 187, 93 A2d 820; 
Federal Power Commission v. Natu- 
ral Gas Pipeline Co. (1942) 315 US 
575, 86 L ed 1037, 42 PUR NS 129, 
62 S Ct 736. It is clear that the domi- 
nant standard of our statutes is that 
rates shall be just and reasonable. 
New England Teleph. & Teleg. Co. v. 
State, supra; Chicopee Mfg. Co. v. 
Public Service Co. supra, 98 NH at p. 
9, 98 PUR NS 187. Since our stat- 
utes do not provide a formula for the 
Commission to follow we are not war- 
ranted in rejecting the one employed 
by it unless it plainly contravenes the 
statutory scheme of regulation or vio- 
lates our law in some other respect. 
Colorado Interstate Gas Co. v. Fed- 
eral Power Commission (1945) 324 
US 581, 587, 89 L ed 1206, 58 PUR 
NS 65, 65 S Ct 829. 
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We do not believe that the only 
legally acceptable method of separa- 
tion is one based on actual relative 
use as interpreted by the company. 
Agencies to whom this legislative 
power of rate making has been dele- 
gated are free, within the ambit of 
their statutory authority, to make 
pragmatic adjustments which may 
be called for by particular circum- 
stances. Federal Power Commis- 
sion v. Natural Gas Pipeline Co. su- 
pra, 315 US at p. 587, 42 PUR NS 
at p. 138. “The variables due to local 
conditions are numerous; and experi- 
ence teaches us that it is much easier 
to reject formulas presented as being 
misleading than to find one apparently 
adequate.” Groesbeck v. Duluth, S. 
S. & A. R. Co. 250 US 607, 614, 63 
L ed 1167, PUR1920A 177, 184, 40 
S Ct 38, 41. The determination of 
the extent of the use, in either intra- 
state or interstate operation, of prop- 
erty used in common for both, and 
the ascertainment of comparable use- 
units which will afford a basis for a 
reasonable division of property and 
expenses between such uses, Minne- 
sota Rate Cases (Simpson v. Shep- 
ard) supra, 230 US at p. 461, is not a 
process which can be held correct or 
incorrect to a mathematical certainty. 
Too many variables or judgment fac- 
tors are involved to permit “extreme 
nicety” which is not required. Smith 
v. Illinois Bell Teleph. Co. supra, 
288 US at p. 149, PUR1931A at p. 
7. A practical method which recog- 
nizes the different uses and reflects 
in a reasonable way their relative pro- 
portion is not to be condemned be- 
cause it differs from other methods in 
use. 


It is our opinion that the formula 
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applied by the Commission in this 
case, the New Hampshire Plan, so- 
called, was warranted by the evidence. 
Weare of the further opinion that cer- 
tain of its departures from methods 
of apportionment now in use else- 
where are justified by variables due 
to local conditions. In other respects 
there is no such departure from the 
legally acceptable principles of separa- 
tion based on the different uses made 
of the company’s property as to be in 
violation of them. We are not satis- 
fied that a rate base fixed thereby is 
unjust or unreasonable. 

[5-7] The Commission found that 
a rate of return of 5.75 per cent was 
reasonable and that “under the pres- 
ent conditions, and for the purposes 
of this case, we find that a range of 45 
per cent to 50 per cent debt ratio is 
proper for this company. It is our 
opinion that this range of debt ratio 
will allow the company to attract new 
capital in the foreseeable future.” (34 
NH PUC at p..215, 97 PUR NS at 
p- 420. ) 

The company contends that such a 
rate of return is not only unreasonably 
low but is also confiscatory. It claims 
that the Commission’s rate of return 
finding was based upon two funda- 
mental errors. First, the Commis- 
sion disregarded the actual capital 
structure of the company and substi- 
tuted a hypothetical structure without 
warrant in the evidence. Second, the 
Commission failed to find a cost of 
equity money to the company and 
completely ignored the evidence pre- 
sented by it on that question. 

We held in New England Teleph. 
& Teleg. Co. v.“State (1949) 95 NH 
353, 361, 78 PUR NS 67, 76, 64 A2d 
9, 16, that “The proper rate of re- 
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turn is a matter for the judgment of 
the Commission, based upon the evi- 
dence before it. In fixing the rate 
the cost of capital may not be ignored ; 
but what that cost may be is also a 
matter for determination by the Com- 
mission upon the evidence.” 

When the case was tried the capi- 
tal structure of the company was equi- 
ty capital 61.9 per cent, long-term 
debt 32.7 per cent, and short term 
debt 5.4 per cent. Its debt ratio has 
fluctuated between a low of 36.2 per 
cent in 1945 to a high of 58.5 per cent 
in 1949 with a 7-year average of 47.5 
per cent. 

Although the determination of 
whether bonds or stocks should be 
issued is for management, the matter 
of debt ratio is not exclusively within 
its province. Debt ratio substantially 
affects the manner and cost of obtain- 
ing new capital. It is therefore an 
important factor in the rate of return 
and must necessarily be considered 
by and come within the authority of 
the body charged by law with the duty 
of fixing a just and reasonable rate 
of return. New England Teleph. & 
Teleg. Co. v. Department of Public 
Utilities (1951) 327 Mass 81, 88 
PUR NS 73, 97 NE2d 509, 514; Re 
New England Teleph. & Teleg. Co. 
(1951) 116 Vt 480, 90 PUR NS 
414, 80 A2d 671. The Commission 
could therefore legally determine a 
just and reasonable rate of return 
upon a capital structure different from 
the actual structure of the company 
at the time the case was adjudicated. 
Chesapeake & P. Teleph. Co. v. Pub- 
lic Service Commission (1952) — 
Md —, 97 PUR NS 50, 93 A2d 249, 
257. 

The Commission virtually adopted 
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the recommendations of witness Kosh, 
an expert called by the state, in its 
determination of a reasonable capital 
structure. He testified that there are 
two measures of capital structure; 
viz.: (1) debt ratio which reflects the 
balance sheet and indicates what pro- 
portion of total capital is in the form 
of debt; (2) absorption ratio which 
reflects the income account and js 
the per cent of gross income available 
for return absorbed by _ interest 
charges. The latter being, in his 
opinion, the soundest approach to 
determine a safe and economical capi- 
tal structure, he developed the “Ab- 
sorption Ratio Factor” which meas- 
ures the relative ability of different 
companies to carry fixed charges dur- 
ing periods of differing economic con- 
ditions. He then proceeded to ana- 


lyze the financial history of the Bell 


System and of the company and found 
that the latter could have a 14 per 
cent higher absorption ratio than the 
former. He also compared the ab- 
sorption ratios of five other telephone 
companies and those of a group of 
electric companies including the Pub- 
lic Service Company of New Hamp- 
shire. He concluded that an absorp- 
tion ratio of 30 per cent would be 
conservative for the company. 

It was agreed that the present cost 
of debt capital is 3.56 per cent. Kosh 
testified that in his opinion the cost 
of hiring new debt would be 3.15-3.25 
per cent. He further testified that 
the cost of debt is virtually unaffected 
by variations in capital structures. 

To determine the cost of equity 
capital to the company Kosh made an 
analysis of American Telephone and 
Telegraph Company dividend yields 
and found the cost of capital and fair 
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rate of return to the Bell System as 
a whole. To determine the extent of 
the applicability of this cost of cap- 
ital and rate of return, he compared 
the financial and operating character- 
istics of the Bell System as a whole 
with those of the company including 
the economic characteristics of the 
markets they serve. He concluded 
that the company was a substantially 
similar investment opportunity to the 
Bell System. Having so found he 
next determined the cost of equity 
capital to the Bell System by using 
the dividend yield as his basic meas- 
ure. Proceeding under the theory 


that the best measure of the cost of 
equity capital to the company is to 
determine the cost of equity capital of 
telephone utilities which are equiva- 
lent and comparable investment op- 
portunities 


carrying corresponding 
risks he found the cost to be between 
7.41 per cent and 7.84 per cent on a 
dividend yield of 6 per cent, pressure 
of 10 per cent and dividend payouts 
of 90 per cent and 85 per cent respec- 
tively. 

The company’s witnesses, consider- 
ing the capital structure of the com- 
pany as it actually existed, testified 
that the current cost of equity capital 
was approximately 10 per cent. Some 
of their conclusions were derived from 
a study of the debt structure of Class 
I railways and “the most soundly 
financed companies in the electric in- 
dustry.” 

Whether the Commission should 
rely upon the expert testimony pre- 
sented by the state in preference to 
that offered by the company or vice 
versa cannot be decided as a matter 
of law. It is a matter for its judg- 
ment based upon the evidence pre- 
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sented, New England Teleph. & Teleg. 
Co. v. State (1949) 95 NH 353, 361, 
78 PUR NS 67, 76, 64 A2d 9. It 
could properly find from the evidence 
that the cost of money to the company 
is 5.59-5.76 per cent. This is based 
on a cost of debt of 3.56 per cent and 
a cost of equity of 7.41-7.84 per cent. 
It could also properly find from the 
evidence that the cost of debt and the 
cost of equity used above are higher 
than the bare cost of capital. While 
the rate of return allowed in this case 
was not the only sustainable rate that 
could be allowed it was not confisca- 
tory and we cannot say that it was 
unreasonable or unjust. Chicopee 
Mfg. Co. v. Public Service Co. 
(1953) 98 NH 5, 12, 98 PUR NS 
187, 93 A2d 820. 

[8] The Commission established 
$144,093 as an adequate working capi- 
tal allowance to add to the “test year” 
1951 rate base, and $241,575 for 
1952. A working capital allowance 
has for its purpose and should be suf- 
ficient to provide for (1) the neces- 
sary amount of operating materials 
and supplies, (2) the maintenance of 
required minimum cash balances, (3) 
the payments for operating expenses 
made before reimbursement therefor 
from revenues. Because of the lag 
between receipt by the company and 
payment by it of certain cash re- 
ceived mostly from taxes collected by 
it, the company has the use of this 
cash to meet certain of the above obli- 
gations. Whether and to what ex- 
tent such funds should be deducted 
from the cash working capital re- 
quired is essentially a question of fact 
within the province of the Commis- 
sion to decide under the circum- 
stances of the case before it. We see 
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no error in the method adopted or the 
results reached by the Commission in 
this case. Chicopee Mfg. Co. v. Pub- 
lic Service Co. supra; Chesapeake & 
P. Teleph. Co. v. Public Service Com- 
mission, supra, 97 PUR NS 50, 93 
A2d at p. 256. 
Appeal dismissed. 


Blandin, J., dissented in part, the 
others concurred. 


3LANDIN, J. (dissenting in part) : 
To determine the relative amount of 
plant and associated expenses which 
should be apportioned to intrastate 
and interstate operations respectively, 
the majority report of our Commis- 
sion divided the minutes of exchange 
use by three. It thereby credited to 
exchange use only a fraction of the 
minutes so used and thus departed 


from all previous separations formu- 
lae here or elsewhere, which are based 


on actual use. The report itself con- 
cedes that this drastic procedure goes 
beyond that adopted in any other ju- 
risdiction. However, justification is 
sought by claiming that this division 
by three is only an extension of the 
so-called Charleston separations for- 
mula which makes a similar division 
by two. This formula was unani- 
mously adopted by the Federal Com- 
munications Commission after ex- 
haustive study less than a year before 
our Commission’s report. At the 
meeting at which this plan was adopt- 
ed two of our Commissioners were 
present and supported the plan. The 
reason for the division by two in the 
Charleston Plan is that in exchange 
calls under the company’s recording 
system the time used by the person 
making the call is added to the prac- 
tically identical time consumed by the 
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one receiving it. Thus if Jones in 
Lebanon calls Brown in Lebanon and 
they talk for five minutes, the result 
would be a credit of ten minutes to 
this exchange call. It may be argued 
with some logic that this results ina 
disproportionate amount of cost be- 
ing credited to the exchange opera- 
tions, so the ten minutes is divided 
by two. However, if Jones in Leb- 
anon calls Brown in Boston and 
they talk for five minutes this all 
should be and is credited to interstate 
service. This obvious explanation 
has been recognized in other juris- 
dictions and we know of none where 
the reason for the division is other- 
wise interpreted. It seems therefore 
clear that the Charleston Plan does 
not depart from the actual use prin- 
ciple in its separations procedure. 
Furthermore, the plan itself states 
unequivocally that “sound separations 
procedures should be based on the 
‘use’ principle” (Co.’s ex. 32a p. 1), 
and this plan is so based. Nowhere 
in the Charleston Plan is there men- 
tion or suggestion of “equating” toll 
and exchange use or of dividing or 
multiplying to equate such use by the 
introduction of any element of value 
of service. It seems to me that any 
surmise that this plan embodies any- 
thing of this sort is without founda- 
tion in fact. 

Supply (cost of service) and de- 
mand (value of service) are separate 
and independent factors in the deter- 
mination of utility rates. The object 
of separating joint plant and appor- 
tioning it among local exchange, in- 
trastate toll, and interstate toll uses 1s 
to ascertain the costs applicable to 
each kind of service. The measure 
of the cost of such service under ex- 
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isting rate structures must be the ac- 
tual use of the plant in rendering each 
kind of service. To introduce, as 
would our Commission, the demand 
or value of the service in reckoning 
this cost is to give weight to an ex- 
traneous and unrelated factor. The 
aggregate value of each service to 
consumers may be measured by the 
total revenue derived therefrom. But 
to separate the cost of property on 
this basis is clearly improper for it 
entails circuity of reasoning. If the 
property were so separated, then the 
relative total revenues would be used 
to determine a rate base for each kind 
of service and this rate base in turn 
would be used to determine the rates 
necessary to produce the revenue re- 
quired to cover operating expenses 
and an adequate return on investment. 
Yet in dividing by three the actual 


minutes that the plant was used for lo- 
cal exchange cost in the reckoning of 
relative use, the Commission was intro- 
ducing the element of value based on 
the rates consumers are willing to pay 


for the services. Such a procedure in- 
corporates indirectly a factor which so 
far as we know no jurisdiction has 
permitted to be brought in directly. 
Our Commission concededly with- 
out precedent or experience upon 
which to base such action makes a 
radical departure from the use prin- 
ciple by dividing the actual minutes 
of exchange use by three. In so do- 
ing it violates the long-established 
principle that the separation must be 
based on actual use. Smith v. Illinois 
sell Teleph. Co. 282 US 133, 150, 
131, 75 L ed 255, PUR1931A 1, 8, 
51 S Ct 65; Norfolk v. Chesapeake & 
P. Teleph. Co. (1951) 192 Va 292, 
89 PUR NS 33, 64 SE2d 772. As 
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the Commission admits (34 NH PUC 
at p. 208, 97 PUR NS at p. 416), 
“the full effects of the Charleston 
Plan are not yet fully known, or 
realized.” In other words, this plan 
while possessing a findably logical 
basis has not yet completely proved 
itself and is to an extent an unknown. 
Upon this unknown the majority 
opinion of our court would permit the 
Commission to superimpose another 
unknown factor in the hope of ob- 
taining a fair result. I am unable to 
find an adequate justification in law 
or logic for such a procedure. Un- 
questionably the matter of separations 
is one of great difficulty and reason- 
able latitude must be granted the 
Commission in the performance of its 
task. New England Teleph. & Teleg. 
Co v. State (1949) 95 NH 353, 
357, 78 PUR NS 67, 64 A2d 9; 
Federal Power Commission v. Nat- 
ural Gas Pipeline Co. (1942) 315 US 
575, 86 L ed 1037, 42 PUR NS 129, 
62 S Ct 736. But its conclusions must 
be based on “facts and reason.” New 
England Teleph. & Teleg. Co. v. 
State, supra, 95 NH at p. 359, 78 
PUR NS at p. 74. Here it is not 
a fact that dividing the minutes of 
actual use on exchange calls by three 
can by any rational processes lead to 
a fair separation based on actual use 
as the law requires. Smith v. Illinois 
Bell Teleph. Co. supra, 282 US at pp. 
150, 151, PUR1931A at p. 8. Nor 
does it seem the hope that somehow 
this figure three arbitrarily chosen 
will produce a just result is a suffi- 
cient reason to permit its use. To 
say, as does in effect the majority 
opinion of our court, that the method 
of arriving at the result is immaterial 
so long as a fair result is reached 
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seems to me to beg the question. It 
is impossible to tell in this case wheth- 
er a fair result has been obtained since 
it rests upon errors of law and fact. 
Assuredly, it is the duty of our court 
to supervise the methods employed by 
the Commission to the extent that 
such methods shall not be arbitrary 
but shall be based on reason. Cf. 
Wisutskie v. Malouin (1936) 88 NH 
242, 245, 186 Atl 769. For us to 
do otherwise would be to destroy 
eventually the integrity and effective- 
ness of the whole regulatory process. 
“The public, as well as the parties, is 
entitled to a finding of the public 
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good on a hearing without error of 
law.” Parker-Young Co. v. State, 83 
NH 551, 560, PUR1929E 160, 171, 
145 Atl 786, 791; Boston & M. R, 
Co. v. State (1952) 97 NH 380, 384, 
89 A2d 764. It seems to me the 
Commission has erred as a matter of 
law in its apportionment of property 
and expenses between intrastate and 
interstate services and that as a result 
of this error the petitioner’s constitu- 
tional rights are violated. Therefore, 
I would remand the case for a redeter- 
mination of this issue and for such 
revision of the order as may result 
therefrom. 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Southern Counties Gas Company 
of California 


Decision No. 48396, Application No. 33912 
March 24, 1953 


PPLICATION by gas company for authority to carry out con- 
1 \ tract relating to sale of surplus natural gas; denied, and 
filing of rates for the proposed service ordered. 


Rates, § 211 — Special contracts — Preference for filed tariffs. 
1. Authority to carry out a contract relating to the sale price of surplus 
natural gas delivered to steam-electric generating stations by a gas company 
was denied because of the Commission’s preference for service under filed 
tariffs rather than special contracts, p. 125. 
Discrimination, § 212 — Surplus gas rates. 
2. Sales of surplus natural gas to steam-electric generating stations will not 
be considered a burden on the other customers of a gas utility where the 
arrangement provides an outlet for possible large surplus quantities of gas on 
hand during off-peak periods, provided that the sales price of such surplus 
gas exceeds its demand, commodity, and transmission cost, p. 126. 
¥ 
APPEARANCES: Milford Springer, 
Frederick G. Dutton, and Harry P. 
Letton, Jr., for applicant. 
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sruce Renwick, Rollin E. Wood- 
bury, and Robert J. Cahall, for South- 
ern California Edison Company ; H. G. 
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Dillin for San Diego Gas & Electric off-peak periods to sell to steam plants 
Company ; Ivan L. Bateman, and John over the period of the next five years 
E, Girard, for Department of Water or longer. 

and Power, city of Los Angeles. Applicant and its affiliate, Southern 
California Gas Company, forecast that 
without large steam plant sales they 
may be obligated to take or pay for as 
much as 185,400,000 cubic feet of out- 
of-state gas per day on the average in 
1954 in excess of their load require- 
ments. Such amount might decrease 
to as little as 36,600,000 cubic feet in 
1957 due to growth of regular load 
exclusive of steam plant load. There- 
fore, applicant contends that this agree- 
ment is vital during the next few years 
from an economic point of view and 
therefore is in the public interest. 


OTHER APPEARANCES: Carl E. 
Crenshaw, of the Commission’s staff. 


By the Commission: Southern 
Counties Gas Company of California, 
operating a public utility natural gas 
business in the southern portion of the 
state of California, by the above- 
entitled application filed December 1, 
1952, requests an order of the Com- 
mission authorizing it to carry out the 
terms of a contract dated November 
24, 1952, with the Southern California 
Edison Company. Said agreement 
relates to the furnishing of surplus fain Contract Provisions 
natural gas for use in the Southern 


a" © . . The agreement provides that the 
California Edison Company’s steam- 


total quantity of surplus natural gas 


electric generating station at Long which applicant and its affiliate shall 
Beach, California, and establishes the have available for sale to Southern 


charges to be made for such service. Cajifornia Edison Company for steam 


A copy of said agreement marked Ex- electric generation and to the depart- 
hibit “A” is attached to the applica- ment of water and power of the city 
tion. After due notice a public hearing of Los Angeles for the same purpose 
was held on this application on Febru- chal be divided on the basis of 60 per 
ary 5, 1952, before Commissioner cent to the former and 40 per cent to 
Huls and Examiner Edwards at Los the fatter. At the hearing applicant 
Angeles, California. stated that this division has recently 
been revised to 58 per cent and 42 per 
cent respectively by letter agreement 
with the users. 


Applicant’s Position 

[1] Applicant takes the position 
that it is essential to have a ready 
market for surplus gas. Applicant’s 
load is subject to wide seasonal varia- 


tion and with the present supply it ag 
anticipates a firm load deficiency dur- cubic feet below the then effective rate 


The agreement provides that for all 
surplus natural gas delivered the price 
to be paid is one cent per thousand 


ing the winter months starting in for the lowest block in applicant's S-D 
1956. An additional out-of-state sup- Rate Schedule but not more than 9.65 
ply of gas of approximately 150,000,- cents per thousand cubic feet above nor 
000 cubic feet per day is being sought less than 3 cents per thousand cubic 
and applicant anticipates that there feet above the commodity price per 
will be surplus gas available during thousand cubic feet paid by applicant 
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to its supplier, El Paso Natural Gas 
Company at Blythe, California. At 
the hearing one of applicant’s witnesses 
testified that the cost of transmitting 
the gas from the state line to Los An- 
geles is approximately 3 cents per 
thousand cubic feet. 

This new agreement is to continue 
in force for five years from the date 
applicant notifies Southern California 
Edison Company that it is ready to 
deliver gas as prescribed in the con- 
tract and thereafter until canceled by 
ten days’ written notice. Such notifi- 
cation of the starting date is contin- 
gent upon its and its affiliate’s ability 
to deliver at least 600,000,000 cubic 
feet of natural gas during the next 30- 
day period for steam-electric genera- 
tion. 

The agreement contains a provision 
that at all times it shall be subject 
to change or modification by this Com- 
mission in the exercise of its jurisdic- 
tion. 


Rate Tariff 

The Commission prefers that service 
be rendered under filed tariffs in place 
of special contracts. Applicant was 
asked at the hearing if it had given any 
thought to the possibility of rendering 
this service under a filed tariff rate 
in place of a special contract rate. 
While it did not sponsor a rate tariff 
for this business it had available a 
proposed rate tariff that might be used 
in conjunction with a service agree- 
ment. Such proposed rate tariff was 
marked Exhibit No. 4 in this proceed- 


ing. 


Conclusion 

[2] Upon a review of the record 
the Commission is of the opinion that 
the sale of gas contemplated under this 
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agreement will provide an outlet of 
short-term duration for any possible 
large surplus quantities of gas that the 
applicant may have during off-peak 
periods as a result of obtaining added 
quantities of out-of-state gas. So long 
as the price received for this gas ex- 
ceeds applicant’s demand and commod- 
ity costs on out-of-state purchases plus 
transmission cost from the state line, 
it should not burden other customers, 

At the present posted price of fuel 
oil the operation of the escalator provi- 
sions of Schedule S—D provides for the 
lowest block rates of 25.6 cents per 
thousand cubic feet in the wintertime 
and 24.6 cents per thousand cubic feet 
in the summertime. Such rates are 
respectfully above and below the pres- 
ent ceiling of 25.47 cents per thousand 
cubic feet computed as provided in the 
agreement, consisting of a commodity 


cost of 15.82 cents plus a 9.65 cents 


incremental cost. The effective rates 
(one cent below the lowest block) pro- 
vide rates of 24.6 cents in the winter 
and 23.6 cents in the summer. The 
summer rate provides a margin of 
7.78 cents per thousand cubic feet 
which is sufficient to cover the average 
transmission cost on out-of-state gas 
with some added increment which 
should cover the demand component on 
out-of-state gas and leave some mar- 
gin above out-of-pocket cost to offset 
any conceivable burden on the firm 
customers. 

In view of the fact that reference 
must be made to a filed surplus sched- 
ule to find the current rate for gas 
under the agreement, it is more appro- 
priate that a separate tariff should be 
filed for this steam-electric plant serv- 
ice somewhat as contemplated by Ex- 
hibit A of the order herein. In gen- 
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eral, the contract’s terms and condi- 
tions are acceptable but since the order 
herein will require the filing of a tariff 
the application now before us will not 
be authorized. Instead, a rate shall be 
filed and a copy of any supplemental 
service agreement, if any is necessary, 
should be reduced to a standard form 
and filed substantially in the form of 
Contract for Sale of Natural Gas, In- 
terruptible Service, under Revised Cal. 
P.U.C. Sheet No. 1982-G. 


ORDER 


Southern Counties Gas Company of 
California having requested approval 
of a contract with Southern California 
Edison Company, public hearing hav- 
ing been held and the Commission be- 
ing of the opinion that the contract 


should not be authorized but instead 
that the contemplated service should be 
rendered under a filed tariff, therefore, 

It is ordered that service under the 
agreement dated November 24, 1952, 
be not authorized. 

It is further ordered that applicant 
shall file in quadruplicate with this 
Commission, after the effective date of 
this order, in conformity with General 
Order No. 96, a Rate Schedule No. 
G-55, substantially in accordance with 
Exhibit A herein, covering Steam- 
Electric Generating Plant—Surplus 
Natural Gas Service, and after not less 
than one day’s notice to the Commis- 
sion, the Southern California Edison 
Company and the City of Los Angeles, 
to make said rate effective for service 
rendered on and after April 1, 1953. 





WISCONSIN SUPREME COURT 


Lodi Telephone Company 


Public Service Commission 


— Wis —, 57 NW2d 700 
March 31, 1953 


ETITION by telephone company to set aside Commission order 
directing another company to serve rural area within territory 


of both companies; on rehearing, order affirmed. 


For earlier 


court decision, see (1952) 262 Wis 416, 96 PUR NS 153, 55 


NW2d 379. 

Monopoly and competition, § 92 — Telephones — Foreign exchange service — Ex- 
tension by new company. 

1. The fact that a telephone company provides foreign exchange service 
under an approved rate which includes an extra mileage charge does not 
require a court to set aside a Commission order directing another company 
to extend rural service to the same area, where the extra charge would 
burden the customers with costs in excess of those paid by others residing 
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no greater distance from the exchange and receiving service from the new 


company, p. 128. 


Discrimination, § 164 — Telephone company — Foreign exchange charge. 
2. A statute prohibiting a telephone company from charging some sub- 
scribers more or less than it charges others for the same service is not 
satisfied when some customers pay an extra mileage charge for foreign 
exchange service from another company, p. 128. 


APPEARANCES: Rieser, Mathys, 
McNamara & Stafford, Madison, for 
appellant; Charles J. Ploetz, Prairie 
du Sac, for intervenors; Vernon 
Thomson, Attorney General, William 
E. Torkelson, Chief Counsel, and 
Samuel Bryan, Madison, for Public 
Service Commission. 


PER CURIAM: 

[1,2] Appellant complains that the 
original opinion ignores the fact that 
a foreign exchange service was avail- 
able to applicants under rules and rates 
in effect with the approval of the Com- 
mission. On this point appellant’s 
brief on rehearing states: 

“Under the Foreign Exchange 
Service arrangement, effective and 
filed with the approval of the Com- 
mission, toll service is not paid at all, 
but measured service, based upon the 
distance away from Commonwealth’s 
undertaking, is furnished identical 
with that furnished to every other sub- 
scriber of Commonwealth. The sub- 
scriber calls the Commonwealth ex- 
change directly, is listed as a sub- 
scriber to Commonwealth, is billed by 


Commonwealth, pays his bill to Com- 
monwealth, and in every way is treated 
as are Commonwealth subscribers. He 
merely pays an extra mileage charge 
for the distance within Lodi terri- 
tory.” 

However, the extra charge which 
would be billed to the thirteen appli- 
cants under foreign exchange service 
amounts to from 75 cents to $2.85 per 
month, while other neighbors in the 
same town already being serviced by 
Commonwealth from its Sauk City 


exchange would not be billed this extra 
charge, some of whom live no further 
away from the Sauk City exchange 


than do some of the applicants. The 
Commission specifically found that 
foreign exchange service was not the 
answer to the problem of providing 
petitioners with adequate telephone 
service. The reason for such conclu- 
sion is provided by § 196.60, Stats, 
which prohibits any telephone utility 
from charging customers more or less 
than it charges other customers for 
the same service. 


The previous mandate is affirmed. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Seattle Gas Plans To Expand 


i Ipore SeattLe GAs Company recently an- 
nounced that when and if natural gas be- 
comes available it plans to extend its distribu- 
tion system north and south of its present serv- 
ice area. 

\ccording to Leland E. Jones, the company’s 
ssistant general manager, Seattle Gas, now 
rves about 39,000 customers. If natural gas 
‘comes available, he said, the company would 
» serving an estimated 73,185 customers by 
ie end of the fifth year. 


a 

be 
be 
t! 


Truck-Mounted Earthripper 
With Jack-Knife Boom 


NEW model truck-mounted Earthripper 

Ditching Machine featuring a jack-knife 
boom that is raised and lowered hydraulically, 
has been announced by Owen-Pewthers Man- 
ufacturing Company. According to the an- 
nouncement, the new design greatly reduces 
the head room of the machine, permitting it 
to travel beneath any underpass or other ob- 
stacle that provides clearance for the truck. 
The new boom also permits extending the 
bucket line at an angle behind the machine, 
to start the ditch flush against walls, embank- 
ments, etc. When digging along a slope, the 
boom and bucket line remain in a vertical posi- 
tion, thus maintaining the original vertical 
ditch walls regardless of the angle at which 
the truck is running. The standard Earthrip- 
per digs ditches from 8 inches to 24 inches 
wide, from ground level to six feet deep. On 
special order, machines for digging eight feet 
deep can be supplied. 

The Earthripper derives its power from the 
truck motor, through an improved transmis- 
sion system that permits complete synchroniza- 
tion between the differential of the truck and 
the bucket line. Digging speeds from one to 
44 feet per minute are obtained. 

Earthrippers are manufactured by the 
Owen-Pewthers Manufacturing Company. 
This company is a consolidation of the Owen 
Tool Company, former manufacturers of oil 
field equipment, and the Pewthers Ditcher 
ompany, who are the originators of the 
Earthripper. Inquiries concerning Earthrip- 
pers should be sent to the company sales office 
located at 2600 Nottingham, Houston, Texas. 


Sangamo Booklet Previews 
New Sangamo Gas Telemeter 


AS illustrated booklet, just off the press, de- 
scribes a simple pneumatic device that 


permits exact outdoor reading of the index 
of existing inside-installed gas meters. This 
significant gas meter reading development can 
speed meter reading, reduce expense for the 
company, eliminate “Skips” and obsolete the 
practice of rendering estimated bills. 

A copy of this booklet, “Preview—The New 
Sangamo Gas Telemeter,” may be obtained by 
writing Sangamo Electric Company, Spring- 
fieid, Illinois. 


Delta-Star Bulletin Describes 
PMB-236 Disconnecting Switch 


6 bn “PMB-236” disconnecting switch for 
group operation is described and illustrated 
in Publication 5305, just released by Delta-Star 
Electric Division, H. K. Porter Company, Inc., 
Chicago. 

This low cost, single horizontal break 
switch, because of its simplicity, compactness 
and ease of operation, has long been a favorite 
in installations where economy and space are 
prime factors. Complete listings and dimen- 
sions for “PMB-236” switches are given in all 
standard voltage ratings from 7.5-Kv, 400 am- 
peres to 161-Kv, 1200 amperes. 

Copies of the bulletin may be obtained from 
the Advertising Department, Delta-Star Elec- 
tric Division, H. K. Porter Company, Inc., 2437 
Fulton street, Chicago 12, Illinois. 


Holan Introduces Self-raising, 
Self-storing Derrick 


Anon, power operated derrick 
that can be set up for work or stowed 
away by one man in two to three minutes is 
the newest product of the J. H. Holan Cor- 
poration of Cleveland. The derrick, designated 
as Series 3100, is hydraulically positioned. It 
is designed to be permanently mounted on top 
of a utility body, yet leaves the working and 
loading space within the body clear, with am- 
ple head-room. 

The side legs of the new derrick are secured 

(Continued on page 26) 
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@ Attractive, durable coupon cutting 
receipters with interchangeable 
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and styles for all utilities. 
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in heavy swivel bearings on top of channel sec- 
tions at the rear of the body. Each has a 
sprocket geared to a heavy chain. The chains 
are driven by powerful hydraulic cylinders to 
swing the derrick up into working position or 
back into its stow position overhead. The hy- 
draulic system is controlled by two levers con- 
veniently located just above the rear platform 
on the right side of the body. 

The adjustable center leg, with sheave, is 
permanently assembled with the side legs, re- 
quiring no dismantling when not in use. When 
fastened to the foot-plate on the rear plat- 
form, or used with a special ground plate as a 
“stiffleg,” it can be adjusted to several lengths. 
This can be accomplished without manual labor, 
as the hydraulic power raises and lowers the 
sections, while the operator merely inserts the 
locking pin. 

When stowed overhead, the derrick is entire- 
ly out of the way of working space within the 
body. 


Portland Gas & Coke Co. Wins 
Management Excellence Award 


7, potener par skill of a high order has 
earned for the Portland Gas & Coke 
Company of Portland, Oregon, a Certificate of 
Management Excellence, according to an audit 
report just issued by the American Institute of 
Management to its 10,000 members. 

“Facing difficulties such as are seldom en- 
countered in the utilities industry, Portland Gas 
& Coke Company,” the report points out, “not 
only has succeeded in preserving its identity as 
an independent enterprise but, in recent vears, 
has increased its earning power and estab- 
lished those earnings on a far firmer founda- 
tion than in the past.” 

The A.I.M. award commended the company 
for overcoming such obstacles as the heavy 
competition from nearby hydro-electric power 
projec ts financed by federal funds; the crowth 
in use of heating oil for space heating, and the 
ave il: vbilit Vv of natura il gas. 

In terms of research, both basic and apnlied, 
the report declares, Portland Gas & Coke is 
“the outstanding company in its industry.” 

“Continuing research,” it adds, “has led to 
the development of equipment, processes, and 
operating techniques which have enabled the 
company to use a fuel that is heavier and costs 
less than that used bv any other producer of 
oil gas. In addition, the firm has pioneered the 
development of equipment and operating tech- 
niques for the efficient recovery of oil gas re- 
siduals, and the processing of these residuals 
into marketable products, including aromatic 
light oils, wood preserving oils, naphthalene, 
electrode binder pitches, and lampblack bri- 
quettes. 

“The company also discovered a method of 
using sulfonates for the demulsification of gas 
residual tars. And its Utilization Laboratory 
pioneered in the construction of central heating 
equipment before such appliances were com- 
mercially available.” 

Other significant developments were also 
singled out in the report. 


Pittsburgh Consol. Coal Elects 
Tarleton President (Ky.) Div. 
(oe H. Love, president of Pittsburgh 
Consolidation Coal Company, recently an- 
nounced that G. O. Tarleton has been elect- 
ed as president of Consolidation Coal Com- 
pany (Ky.) Division. He succeeds S. M. Cas- 
sidy, who has been transferred to Pittsburgh 
as vice president of the parent company. He 
will make his headquarters at Jenkins, Ky. 


GAI Services Described 


NEW brochure produced by the Public Re- 

lations Division of Gilbert Associates, 
Inc., Engineers, Consultants, and Constructors 
with home offices in Reading, Pa., indicates in 
words and pictures the services offered by GAI 
in the continental United States and through- 
out the world. The book is illustrated with 
photographs of GAI projects and included in 
the back cover pocket is a smaller edition of 
the book listing GAI clients. Copies may be 
obtained without charge from Gilbert Asso- 
ciates, Inc., Dept. PR, Reading, Pa. 


Record Power Demand Served 
On PG&E System 


mN all-time peak power load of 3,340,100 
kilowatts, an increase of 8.6 per cent over 
the record set last year, was served this sum- 
mer by the Pacific Gas ‘and Electric C ompany 
according to an announcement by Norman k. 
Sutherland, vice president and — general 
manager. 

A new record also has been est:blished | 
the company for a single day’s output of elec- 
tric energy, Mr. Sutherland said. The \ 
mark is 65,214,807 kilowatthours, an increase 
of 10.75 per cent over the record set last year 

“This load growth reflects not only 
crowth of population, agriculture and indu 
in the 46-county area we serve,” Mr 
land said, “but it also shows clearl 
have invested more than a billior 

ince the war's end 
uur generating capactt 
we have onstruct l 
| 


‘ ( ion under 
planned which will nearly treble it by tl 
of 1955.” 


I-H Offers Heavy-duty Models 
With LPG Fuel Systems 


HE motor truck division of International 

Harvester Company has placed in produ 
tion five medium-duty models in the R-160 
series with liquefied petroleum gas fuel sys- 
tems, it was announced by W. K. Perkins, 
manager of sales. According to the announce- 
ment, International Harvester is the only truck 
manufacturer to offer U nderwriters’ Labora- 
tories listed factory installed LPG fuel sys- 
tems in this weight class. 

The new series of LPG-powered models 
ranges in gross vehicle weight from 14, 000 to 
17,000 pounds. Engine is the 108-horsepower, 
valve-in-head International Silver Diamond 
240. 


Mention the Fortnicutty—It identifies your inquiry 
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BLTA-STAR Builds 2 Complete [ine 








FRUGGED, DEPENDABLE, GROUP-OPERATED 


VERTICAL BREAK 
HORIZONTAL CENTER BREAK 


HORIZONTAL SIDE BREAK 


‘ithin the complete line of sturdy, 
liable Delta-Star Outdoor Switches 
ere is a design which will meet 
bur requirements exactly and give 
ars of trouble-free service. 
)elta-Star has long been known for 
s constant research and engineering 
evelopment of high voltage switching 
guipment and the present line has 
n wide-spread acceptance and 
pproval. High pressure contacts have heavy 
er inlays and each design provides a high 
onductivity current path with a minimum 
{current interchange surfaces. Operating 
echanisms are simple, strong and easy to install. 
conomy and service are inherent in every Delta-Star Outdoor Type K-40 
witch from 7.5 through 330 KV. and use has proved again that true 23 KV-600 amp. 


jalue is determined not by the initial investment but by the service oe 
Air Swit 


endered over the years. 
WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELEA-STAR ELECTRIC DIVISION 


o. 





3 
$ 
> 


H. K. PORTER COMPANY, INC. 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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NOW AVAILABLE! 
am Emon; PROCEEDINGS 


aan 1952 CONVENTION 


NATIONAL ASSOCIATION ng 
RAILROAD AND UTILITIES 


ae NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


The Railroad Passenger Deficit Problem—Current Trends in Local Transit Regulation 
—Accounting Treatment of Rapid Tax Amortization Facilities—The Power Preference 
Clauses in Federal Statutes—Can the Regulatory Process be Accelerated?—The Place 
and Functions of the Regulatory Commission—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 

Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 

Telephone Separations Manuai with 1952 Addendum 

Message Toll Telephone Rates and Disparities: 
This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 
a two year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report 
is in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll 
telephone service, rates, costs and disparities in rates. This report covers the subject 
from both the interstate and intrastate approach 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

1946) Methods of Pricing Retirements from Group Property Accounts 

1948) Letter Symbols for Mathematics of Depreciation 

1948) Half Cycle Methods of Estimating Service Life 

1950) Remaining Life Basis of Accounting for Depreciation 


Interpretations of Uniform System of Accounts for Electric Utilities— 
Cases Nos. 45 to 119 (1938 to 1952) 
Interpretations of Uniform System of Accounts for Gas Utilities— 
Cases 1 to 80 (1938 to 1952) 
Interpretations of Uniform System of Accounts for Water Utilities 
Cases 1 to 65 (1938 to 1952) 
(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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without: logs . 
if accuracy 


IBM Mark Sensing provides a remarkably From meter reading to finished bill, 
rapid and reliable method of recording through all other phases of utility ac- 
meter readings. It makes the reader’s counting, IBM can speed and simplify 
i job easier, too. the job. For full information, write Dept. D 
Readings are recorded simply by pencil for our booklet, /BM Customer Account- 
strokes on the face of an IBM Card. The _ ing for Utilities. 
marks are translated electronically into 
punched holes from which bills are ( IBM 
machine-prepared. | tases ase 
There’s no arithmetic, no handwriting, — ,j~PERNATIONAL BUSINESS MACHINES 
no chance of error in transcription. 590 Madison Avenue, New York 22, N.Y. 
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It's the talk of the trade! 


Simple, efficient, one-unit water-heater control provides close, even temperature 
regulation . . . cuts installation and service costs 


H ERE’S the modern, com- are easily accessible for quick 
pact gas control for wate: servicing or replacement. Not 
heaters that’s solving automat only that, this dependable con- 
ic control ‘problems for a trol gives you the safe, simple 
steadily increasing number of operation and uniform water 


manutact@rers. And small 
wonder — the Model 50 Gasa- 
pack and your burner can be 
installed +or“removed for ser- 
vice as a single unit. All parts 


temperatures that add real 
sales features to your heaters. 
Get all the facts about this 
trouble-free control. Write to- 
day for Bulletin G210. 





Strap-on thermo bulb 
eliminates need for spud 
projecting into the tank, 
rhere’s no possibility of 


water entering the gas 
line or of gas mixing 
with the water. 


Model 50 Gasapack can 
be mounted integrally 
with the burner. Thus, 
for servicing or install- 
ing, the complete as- 
sembly can be installed 
or removed as a unit. 








Only the Model 50 Gasapack gives you all these features 


@ COMPACT BODY SIZES . . . only 354 x 54% x 34. 


Permits neat, compact heater design and installa- 
tion. 

PRECISION MADE of non-corrosive material. Posi- 
tive seal valve seats, impervious to all gases. 

LARGE BUILT-IN PILOT FILTER reduces pilot outages 
from impurities in gas. Capacity 3 cu. ft. of air 
per hour at 70° F. 

SIMPLE WATER TEMPERATURE CONTROL LEVER — 
easy to set for warm, normal or hot operation. 
CONTACT TYPE THERMO-BULB clamped to outside of 
water tank maintains precise temperature control 


with complete safety in operation. 
THREE-POSITION CONTROL KNOB regulates main 
and pilot valves. 

100% SHUT-OFF SAFETY PILOT mechanism closes 
valve if flame is extinguished. 

PILOT MOUNTINGS and pilot burners can be adapt- 
ed to any water heater or burner design. 

PILOT AND MAIN ORIFICES instantly removable 
from front of control. Fast, easy changeover for 
any type of gas. No need to remove or dismantle 
control to suit varying gas requirements, 


A-P CONTROLS CORPORATION 


2470 N. 32nd St., Milwaukee 45, Wisconsin 
For Export: 13 E. 40th St., New York 16, N. Y., U.S.A, In Canada: A-P Controls Corp., Ltd., Cooksville, Ontario 


Yan 
.« for Air... Liquide fip «++ Cases... Refrigerants : — 
DEPENDABLE («22002 
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EWING GALLOW 


Recognized Everywhere... 


WHEREVER YOU LIVE, you rec- handle a big load of accessories 
ognize this view of Chicago, a great up to 95 amperes on 6 volt syste 
“N CUSTOM -ENGINEERED city, famed for its beautiful lake shore to 180 amperes for 12 volt. With t 
LECTRICAL EQUIPMENT boulevards. And Chicago recognizes L-N Alternator System, two-w 
the Leece-Neville Alternator ...it is radio is suter and clearer. A 
doing a great job there every day on maintenance and operating co; 
cars and trucks of several utilities. are much lower. 


Chicago is just one of many places By attaching an L-N Transformer 
where you will find L-N Alternators. the Alternator, 110 volt power 
They’re in Allentown, Amarillo, available. Your crews can plug 
Portland, Montreal and hundreds of soldering irons, flood lights, elect 
other city and rural utilities, large drills and other portable power tod 
and small, here and abroad. Send for special Transformer fold 


More than seven years of reliable You can rely on L-N Alternators 
performance on thousands of cars go on delivering top performa 
and trucks has earned this wide ac- year after year with only routi 
Ss ceptance of the L-N Alternator as maintenance. Transferred from 
qe] a replacement for the conventional to car, many L-N Alternators ha 


Cranking 


d.c. generator. run 500,000 miles and more. 


Swings Because the L-N Alternator delivers | Be sure to specify L-N Alternatd 

25 to 40 amperes at curb idle, bat- on your vehicles. For all the fac 

teries stay charged, vehicles keep write The Leece-Neville Co., Cle 

you CAN rolling, crews stay on the job. L-N land 14, Ohio. Custom-Enginee 
"4 ha RELY O N Alternators have ample capacity to Electrical Equipment Since 1909. 


-Tpvil/e L-N Alternators 


performance for over 7 yea 
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What we really make is Time 


It is faster to 


Hane A WALL 


than to 


PILE IT UP 


LiTTLE blocks, say 2°x4"x8" don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson’s real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 


Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 
all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 
development of these unique skills. 


Quick is the word we practice. 


September 10, 195 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


——_ 
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This 16-Foot Butterfly Valve Illus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 Ibs., for the Ross 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi., 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 


Here is one of the largest high head butterfly valves 
ever built, undergoing a shop test at Newport News. 
If you had an opportunity to follow this unit from start 
to finish, you would see first hand how Newport News 
produces massive equipment economically. For econo- 


my is a basic advantage that results from Newport 
News’ high integration of skill and production facilities. NEWPORT 


Large engineering and technical staffs, operating a a EWS 
plant comprising acres of brass, iron and steel foun- SHIPBUILDING AND 
dries, five huge machine shops and other extensive fab- DRY DOCK COMPANY 
ricating facilities, have made Newport News one of the Newport News, Virginia 
world’s largest producers of hydraulic turbines, valves, 
gates, penstocks and other essential equipment .. . 
both standard and special in design. 





Let us bid on your equipment. Write us today for 
your copy of “Water Power Equipment.” 








what your present truck is wo 
in trade on ¢ brand-new DODG 


Fill in the appraisal form below, mail it 
your Dodge dealer! He’s anxious to trade a1 
will do his level best to meet your term 

No cost, no obligation! 


e- o And there’s no dickering, 


beating about the bush! Just d 
adete this: 


>  — Decide what you believe yo 
present truck is worth. Put yo 


trading price on the appraist 
form below, tear out the fo 


deal ever! 


P i ail t 
Dodge trucks give you: aaa 5 By - 
7 great engines with ‘ 
100 to 171 h.p. - Ad- = 
vanced braking - No- ‘i 
shift |Truck-o-matic - . ” 
transmission available Cut out and mail this appraisal 
in \4-, 34-ton models 


- Shorter turning than i 
ain aie. form to your Dodge dealer! 
Unusually low loading height - Com- or phone in the information 


pletely rustproofed sheet metal - Full- a : 
vision, solid-comfort cabs. (See Classified Section of Telephone Directory for ade 
SERB ERR RRS ee 


Save money every mile with 


Jab Rated 
TRUCKS 


ee eee 
(year, make, model) (good, fair, poor) 


condition. I think it is worth $ 

trade. I understand that you are not obligated 
to meet this price, nor am I obligated to accept 
it. 


Name 





Mailing Address- 





ue a 
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ew General Electric Fluorescent Luminaire 
ntroduces A Brighter, Broader Light Pattern 


~~ Form 206 Maintains High Light Output 


eee. 


FORM 206 LUMINAIRE is shown mounted 
on G-E aluminum pole. The modern design 
adds beauty to the streets of any city. 


i 
i 
/ 
“+ 


Despite Temperature Changes 


Now General Electric engineers have made possible 


the finest whiteways in the world with the develop- 
' ment of the new Form 206 Fluorescent Luminaire. Its 


high light output is held constant throughout a broad 


_ range of temperature, maintaining the lighting effec- 
| tiveness in any weather conditions and throughout all 


hours of the night. The new six-foot “Rapid Start” 
G-E fluorescent lamps are designed specifically for 
outdoor operation. They require no starters, have no 
starting flicker, and light within a second after being 
turned on. With its broad, bright light pattern, par- 
ticularly effective on wet pavements, the Form 206 
Fluorescent Luminaire sets an entirely new standard 
of modern street lighting. 


NEW EASY INSTALLATION. Designed for speed, 
simplicity, and economy of installation, the Form 
206’s bracket is an integral part of the fixture. There 
are no guys, trusses, or supports. The entire unit, 
including bracket, weighs about 100 pounds, and is 


| less than seven feet long. 


NEW MODERN APPEARANCE. Because all wiring 
can be internal, appearance of the new Form 206 can 
be free of unsightly wire loops. The Form 206 Lum- 


_ inaire can house its ballast, eliminating pole mounting. 


Natural aluminum housing and clear plastic globe in 
simple, clean design make a dramatic, modern addition 
to any city’s main business streets. 


NEW ECONOMICAL MAINTENANCE is assured with 
lamps rated 7500 hours for long, economical service, 
and the elimination of starters. A completely enclosed 
plastic globe minimizes the effect of water, dust and 
dirt. Hinged at one end, it swings down and remains 
in position for fast easy servicing, when necessary. 


FOR MORE INFORMATION contact your nearest 


’ General Electric Sales Office or write for Bulletin 


' GEC-963, Section 452-133E, General Electric Co., 


Schenectady 5, New York. 


GENERAL @@ ELECTRIC 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 


Supplemental Volume A, just off the press, reports the activities of the 
Commission during the 10-year period subsequent to the publication of the 
original volume in 1943. All decisions in so-called “leading cases” have been 

made the subject of special editorial com- 
ment and interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
yery controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-Tennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case (all decided in 1952) 
are explored at length in editors’ notes. 


This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission’s findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 
and in commission regulation in general. 


MAIL YOUR ORDER TODAY TO 


PUBLIC UTILITIES REPORTS, INC., Publishers 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 
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ct 


Serving the public 
and industry 


24 hours a day! prof rae 











The Manufacturers Light and Heat Company 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Morsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
rs : The Preston Oil Company 
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PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

taining th decisions 
of commissions and. courts , 
dealing with the problems of 








PUBLICATIONS AND SERVICES 


Essential to those interested in the public utili 
industries, their regulation and allied topics 





PUBLIC UTILITIES 
Fortnightly 

A magazine of current opinion 

and news, conducted as an 

open forum and containing 

discussions of firing-line prob- 








utility regulation. Five vol. lems; also summaries, anoly- $15 
Price umes a year—$7.50 eoch. ses and explanations of day- Twenty-Siz 
$43.50 Annual Index—$6. to-day developments. Issues o Year 
P.U.R. P.U.R. EXECUTIVE 
Cumulative Information 
DIGEST Service 





The only complete and authorite- 
tive encyclopedia of Public Service 
law and Regulation. A life-time 
Digest,; kept up-to-date by annvol 
supplements. ‘ 








A Weekly letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 
policies. Reading time: 20 
minutes. 





$12.50 


Quarterly 














SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issved 
once each month. 





$15 Quarterly 


FEDERAL UTILITY REGULATION ANNOTATED 
Current Services 





FPC 


A brief and pointed digest of 
the administrative rulings of 
the Federts! Power Commission 
under the Federal Power Act 
ond the Notural Gas Act. Is- 
sved once each month. 








—_—__— 


Hs 








Vol. 1 (SEC) and 
Supplemental Vol. A 


A complete annotation of the 
Public Utility Holding Com- 
pany Act, with the Commis- 
sion's rules and regulations, 
fully indexed. 





Price: $25 


FEDERAL UTILITY REGULATION ANNOTATED 





Vol. 2 (FPC) and 
Supplemental Vol. A 


A complete annotation of the 
Federal Power Act and the 
Natural Gas Act, with the 
Commission's rules and regu- 
lations, fully indexed. 


Prica- €95 








PUR. 
Question Sheets 
Twenty-Six Issues Annvuolly $10 










Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
tility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, inc. 


WASHINGTON 4, D. ¢. 


MAUNSEY BUILDING 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
end other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 























$4 Jord, Bacon & Davis 
RED) vavarions Engineers °estssne 


NEW YORK © CHICAGO @ LOS ANGELES 








(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 


88 CHESTNUT STREET, RIDGEWOOD, N. J. 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 














INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON © PHILADELPHIA + ROME « MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 











W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 
Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street s CHICAGO a: Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 





Mention the FortNIGHTLY—!/t identifies your inquiry 
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HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE * COLUMBUS, OHIO 

















JENSEN, BOWEN & FARRELL 
ENGINE 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


Soe huljian Gyozaion 
ENGINEERS 7 €¢o nn Gee cror s 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS © INVESTIGATIONS e¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 2}, PA. 

















William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 


AND 
COST ANALYSIS MUNICIPAL 
for past 35 years 
Send for brochure: ‘‘The Value of Cost Analysis te Management"’ 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 

















CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ==. BOSTON 10, MASS. 








RATES TAXES 


— MIDDLE WEST meee 
meamhen SERVICE seman 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer a ~~ taataetmaaaey Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES. 
PURCHASING ' 7 INSURANCE AND DEPRECIATION 


@' SOUTH LA SALLE STREET CHICAGO 4. ILLINO/s 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
ml! Power Plant Design and Construction 
} Boiler Settings © Chimneys ® Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


Ae RUST ENGINEERING CO. 











ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Ustilities—Industrials 
Studies—Reports—Design—Supervision 
Chicege 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY. WHITMA INDEX 
ublic Uti 
REPORTS — VALUATIONS Pk yo 
Including Hydre-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





[ ALBRIGHT & FRIEL INC. 


Consulting Engineers 


Water, Sewage and Industrial Wastes Problems 
es is, Refuse incinerators, Dams 
ower 


jants, on 
industrial Buildings 
City Planning, R Appraisals and Rates 
boratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 


LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Mlinois 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 
910 Electric Building Indianapolis Ind. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatige St., CHicaco 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


GS aoe. Bee Gi mom- em ee) 
GAS anb SERVICE CO. 


327 So. LaSalle St., Chicago 4, HL 








LUTZ & MAY 


Consulting Hngineers 


EAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Renorte——A 
OpOres: 





Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Powsr STATION — INDUSTRIAL — 

CoMMERCIAL INSTALLATIONS 


Cricaco Los ANGELES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


309 Munsey Building 
Washington 4, D. C. 











Mention the FortNiGHTLY—!/t identifies your inquiry 











Public Utilities Fortnightly 


INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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pomp yp Ag aed ~ ey Jensen, Sgwen & Powel tani 
r el, Inc., neers 5 
*AllissChalmers \anabostertnn Company *Justrite Manufacturing Company 
American 1 Company, The 
*American Perforator Company, The 
rey ~tLy—-t-* *Kidder, Peabody & Co. 
a t) s Corporation ler, y 
*Automatic Electric Co. er ; i,Monufacturing Company, The 
oenig Iron 
Kuljian Corporation, The 





Babcock & Wilcox Company, The 
Barber-Greene Company *Langley, W. C., & Co. 
*Beaumont Birch Company Laramore and Douglass, Inc., Engineers 
pe So See PF Leece-Neville Co., The 

jac! eatch, Consulting Engineers L james, 
ey ae of Blaw-Knox Co. Lefel, Jomes, & Compa [~~ oh 
*Lehman Brothers 
Lincoln Engraving & Printing Corp. 
Loftus, —< F., Corporation 
Lougee » & Company, Engineers 
Lucas & Toiek Engineers 
Lutz & May, Consulting y 





Carter, Earl L., ow 
Cleveland Trencher Co 
oe — in." ; eencee “s M 
ommonwea sociates, Inc. me 
Commonwealth Services, Inc. state, Conn. ¥- ’ X=] | peer . 
Consolidated Gas and Service Co. *Merrill. Ly ach, Pierce eens Eh aroee 
Meyercord Co., 
Middle West sh I Co. 
D pt ae  Stastey & Canpany péccdekneubiecenen 


Day & Zimmermann Inc., Engineers *Motorola, Inc. 
Deita-Star Electric Division 
Dodge Division of Chrysler Corp. 


National re ag of Railroad and Utilities 
E Commissione 
Newport ows { Shipbuilding ‘ Dry Dock Co. .... 
Ebasco Services Incorporated ....Inside Front Cover *Nuclear Development Associates, Inc. 
Electric Storage Battery Company, The 22 


*Peterson Engineering Com 

Pioneer Service & Engineering Company 
*First Boston Corporation 
Ford, Bacon & Davis, Inc., Engineers R 


Foster Associates 
Recording ‘ oy a Corporation . 
Remington Rand Inc. .........2200+ £56Seeunses 
Robertson, H. H., Company .. 
Rust Engineering Company, The . 

zannett Fleming Corddry and Carpenter, Inc. .. 

zeneral Electric Company 

sibbs & will Ine.. Consulting » 

vibson, A é., td . Sanderson & Porter, Engineers ... 

ilbert Associates, Sargent & Landy, Eng 











ineers 
Schulman, A. ae Electric Co., Engineers 
CY 


Sloan, Cook & mee Consulting Gaginoers 

*Smith, Barney & 
Sorg Printing 7 AS BEB. cccccccccccccceces 
*Southern Caal GOMPEE, The coecccecccoccces 
*Sprague Meter Company, The 





Haberly, Francis S., C g Eng 

*Halsey, Stuart & Comoey » Inc. u 

Hit Syecs yy 3 *Union Securities Corporation 
irsch, Gustav, Organization, Inc. ... +e 

Hoosier Engineering Company w 


*Western Precipitation Corporation 
1 Westinghouse Electric Corporation 


international Business Machines Corporation .... White, J. G., Fm nnn 
international Harvester Company, inc. 1 White Motor Company = ‘yy 
Irving Trust Company Whitman, Requardt and Associates 
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Mountain States Telephone & Telegraph Co. 


SAVES TIME—CUTS COST 


WITH 


R MANEUVERING 

faster turning in streets and tight 
because of 10914 inch wheelbase of 
fodel 3020 line construction work. 


A CREW SPACE 

-man crew Compartment with over- 
ogth shorter than conventional line 
60 inch CA dimension, shorter 
base make it possible. 





hite 32000 


TAILORED right to the job, the White 3000 has functional 
advantages that cannot be matched ... that mean time sav- 
ings and cost reductions first day in service. 

In specialized line construction service, its exclusive 
design pays off for Mountain States Telephohe & Telegrap 
Co., which has been operating Whites for 40 years. 

Faster maneuvering, driving ease, safety and visibilit 
all are definite advantages. And the power-lift cab saves 
inspection and maintenance time. 


In every way, you'll find the White 3000 is today’s wa 
to efficient, economical truck transportation. 


See your White Representative for facts. 


THE WHITE MOTOR COMPAN 
Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCK: 





Better load records ... lower cost! Safer and easier, 
too. No need to climb for ammeter checks. No 
guessing about overloads. Dial can be read from 


the ground. 


Highest possible accuracy! 
The new Westinghouse 
Type “PL” Overload 
Indicator is operated 
by a thermostat which 
is embedded in the 
transformer coil, where 
it reacts directly to cop- 
per temperature. 


Warning ... overworked 
transformer! The red 
light shows overload 
condition; the pointer 
indicates how many 
times this has happened. 
Reset button at base of 
dial may be used to re- 
turn the pointer to zero. 


New overload indic 1to 
takes guess and wi rk 
out of load surveys 


It flashes a warning ... and cour s ove 
loads, too! 

The new Westinghouse Type “Pi ’ Ove 
load Indicator eliminates load-chec' clim 
ing, puts an end to guesswork about ov load 
and does it more accurately than a :y con 
parable device. 

The red light tells that the transformer 
now or has been overloaded. The dial co 
pletes the story, telling how many times. Sing 
the indicator is operated by a thermos 
embedded in the coil, indication is high 
accurate because it is a direct reaction t 
copper temperature. 

On each of the first four overloads, wheth¢ 
they’re hours, days or months apart, the warq 
ing signal lights. It then goes out autom 
ically as the overload passes, but the di 
shows the number experienced. On the fift 
overload, the signal light locks on as a co 
tinuous warning of the serious condition. Th 
dial records consecutive overloads up to 2 
... far more than should occur before chang¢ 
out. A pushbutton is provided at the base 
the dial to clear the indicator for a new load 
checking cycle. 

Developed as the result of years of ca 
operation with utilities to determine th 
most useful type of overload indication, th 
Westinghouse Type “PL” Indicator opens th 
way to more accurate load records than eve 
before possible . . . at a fraction of the tim 
and expense. Available on all convention 
models of Westinghouse Single-Ph.se Dis 
tribution Transformers, 3 through 167 kv 
15,000 volts and below. Your Westin 
representative will be glad to give you f 
information, or write direct to Westi: 
Electric Corporation, P. O. Bo 
Pittsburgh 30, Pennsylvania. 


you can 6 SURE...iF 175 é 


Westinghouse 





